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_ Allegheny Ludlum Steel Corporation 
Pittsburgh, Penna. 

ee Ludlum Steel Corporation has declared a 

dividend of 50c per share on Common Stock of the 

Corporation payable September 30, 1941 to Stockholders 

of record at close of business September 10, 1941. 

A dividend of $1.75 per share on the Preferred Stock of 

the Corporation was declared also, payable Seftember 2, 

1941 to Stockholders of Record at close of business 

August 15, 1941. 
E. J. HANLEY, Sec’y & Treas. 














Wide World Photo 


Not all gasoline consumers may be as lucky as these New York lads who 
maneuvered their car to a filling station in time to beat the 7 P. M. gas 


curfew. Petroleum Coordinator Ickes’ restriction on gas-selling time in 


Atlantic Seaboard states is the first arising from the defense program to 


create widespread inconvenience to the consumer. For discussion of this 
and more vital considerations in the oil industry and companies, turn to 


page 465. 


THE MAGAZINE OF WALL STREET 








who 
gas 
e in 
n to 
this 


1 to 


i 








Sate Bird Gots Wow 


and long lead in economic and naval 


Tue old saw that the early bird 
gets the worm is one of those fic- 
tions which won't stand logical anal- 
ysis. No doubt some early birds get 
some worms, but we have seen nu- 
merous birds getting numerous 
worms at sundown. In fact, in some 
matters there is a great advantage in 
being the last to arrive on the scene. 

For instance, an armament race. 
If a nation is in grave danger, the 
smartest thing it can do—or the big- 
gest piece of dumb luck it can have 
—is to be just late enough in arm- 
ing but not too late. It begins to 
appear that we and the British have 
hit it just about right. 

Hitler was the early bird. For a 
time it seemed that he would gobble 
up all the worms. But despite a 
head start of six or seven years in 
all-out war preparation he found 
after much frantic scratching that 
the British worm was too tough to 
take. So he flew over into the next 


yard and made a grab at the Bolshe- 
vik worm. Judging by the commo- 
tion, he seems to be kind of choking 
on this worm. 

If this war has reached a signifi- 
cant turning point in main tide—as 
it may be doing—the lateness of the 
British and American armament pro- 
grams will ultimately prove exceed- 
ingly costly to the Nazis. For our 
side will have the most modern 
equipment and a substantial propor- 
tion of the equipment turned out by 
the Germans in the years prior to 
1940 will be obsolete. 

This is especially true of airplanes 
and tanks, less true of artillery. Its 
relation to the struggle for air su- 
premacy is most significant for all. 
We have been convinced from the 
start that the most promising 
formula for beating Hitler was the 
combination of economic, naval and 
air power. 

Our side has an unquestionable 


warfare. Since Europe is still de- 
ficient in foodstuffs and in certain 
essential industrial materials, the 
slow strangulation of blockade is in- 
creasingly ominous for Germany. 
The Nazi hope that these shortages 
can be made up in time from Russia 
is now growing steadily dimmer. 

In air power Britain conclusively 
demonstrated a qualitative  su- 
periority as early as the summer of 
last year. Despite the absence of 
official figures, there are grounds for 
believing that Germany’s numerical 
advantage, at least in the most mod- 
ern planes, has either been greatly 
reduced or eliminated. If her plane 
losses in Russia continue for even a 
few months, the balance of air power 
will assuredly be turned. 

It looks like a tough winter com- 
ing along for the Nazi early bird— 
especially if the Russian worm con- 
tinues to stick in his throat. 





***COMING 


1941 MID-YEAR SECURITY APPRAISALS AND FORECASTS 


August 23 Issue — Steel, Building, 
Metals, Liquors, Machinery and 


Equipments. 


IMPORTANT FEATURES*** 


Movies, Merchandising. 


September 6 Issue—Aviation, Motors 


and Accessories, Chemicals, 





AUGUST 9, 1941 











Cc. G. Wycxorr, Publisher $ 


THE MAGAZINE OF WALL STREET 


LAURENCE STERN, Managing Editor 





The Trend of Events 


INFLATION ... President Roosevelt’s message to Con- 
gress on the subject of inflation and price control boils 
down to a clear and convincing statement of what the 
problem consists of and a vigorous demand that action 
be taken to meet it. But his specification of what action 
should be taken was decidedly incomplete. 

The biggest rise in the cost of living to date has cen- 
tered in foods and the Government’s own policies chiefly 
brought this about. Mr. Roosevelt said nothing about 
farm prices. It remains to be seen whether the Adminis- 
tration, through the pending price control legislation or 
otherwise, will stabilize them and at what level. 

The President gave Labor a mild lecture on the infla- 
tionary dangers of excessive wage grabs, but any political 
resistance to this tendency is to be informal rather than 
legislative. That is not surprising. The same course is 
being followed in England. Its effectiveness will obvi- 
ously depend upon the weight of the moral force which 
the Administration will bring to bear. 

But the most serious weakness of Mr. Roosevelt’s 
approach to price-ceiling legislation is that it deals with 
symptoms and not with causes. The cause of price infla- 
tion is an increase in consumer purchasing power which 
is excessive in relation to the available supply of goods. 
To deal with the cause you either have to increase the 


supply of consumer goods or neutralize the excess pur- 
chasing power. The first is not feasible. The second 
calls for stiff taxation of the people who have the in- 
creased purchasing power and/or compulsory draft of 
current savings into Government bonds. 

Seventy per cent of the current gain in national income 
over a year ago is directly due to increased factory pay- 
rolls; and the great bulk of this increment to consumer 
buying power is now exempt from direct Federal income 
tax. The House Ways and Means Committee has just 
reported a tax bill to the floor. Even before debate has 
begun Chairman Doughton states that another tax bill 
will have to be formulated within a relatively short time 
and that in his opinion it will have to impose a fairly 
broad sales tax and effect a drastic lowering, if not elim- 
ination, of income tax exemptions in order to “soak up” 
excess purchasing power and check inflation. Well, then, 
in the name of common sense, why not make a beginning 
of realistic inflation control in the tax bill now pending? 
As framed by Mr. Doughton’s committee it relates far 
more to a mere increase in Federal revenue than 
to the inflation problem. It lays increased personal 
income taxes mainly on people who have no increase 
in purchasing power as a result of the armament 
spending. 
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WAR NEWS ... It is none too easy to keep informed 
on the actual course of the German campaign against 
Russia. The official reports from both sides reek of propa- 
ganda, which is simply the modern word for the old- 
fashioned lie. In the second place, the vast majority of 
American newspaper readers are yearning to see Hitler 
come a cropper and hence are tempted to look with wish- 
ful eyes at what now passes for “news.” 

You can get at least an adequate measure of truth, 
however, by observing the following rules: By their 
alibis ye shall know them. Pay attention chiefly to the 
admissions, rather than the boasts. The admissions are 
always well on the conservative side and you can safely 
add a big plus to them. 

And the big war news at this writing is that for more 
than a week the Germans have been making public 
admissions of difficulty and advancing alibis. It seems 
that the Russians are not fighting “fairly” and are doing 
lots of crazy, unorthodox things. And they have been 
so unhumanized by years of Communist regimentation 
that they don’t know enough to surrender when they are 
surrounded. Actually, they are thoroughly beaten but 
don’t yet realize it! They should collapse any minute 
now. Soon the High Command will be able to announce 
“amazing victories” to the world. 

The Battle of the Marne in September, 1914, proved 
ultimately to have been the most vital turning point of 
the World War. Looking back over the newspaper files 
of that time you would not know from the communiques 
of the German High Command that the struggle was 
going decidedly against them. They were reticent. Or 
they talked about minor German successes on other 
fronts. They began to warn their people that the Marne 
battle would be a long one. They stated that the Allies 
had proved “unable to maintain their offensive move- 
ment,” which was the first news the German people had 
that an Allied offensive was in progress. They reported 
repeated failures of the Allies to “break through.” When 
at last they truthfully stated that “the battle” had taken 
a favorable turn it was the battle of the Aisne, to which 
they had retreated, that they were talking about, rather 
than the battle of the Marne. 


STRONG-ARM SACRIFICES... As a natural accom- 
paniment of the armament program, the word “sacrifice” 
is steadily growing in usage. Those inducted into the 
Army and Navy must sacrifice better wages and salaries 
to serve their country; they must even be ready to sacri- 
fice their lives in defense. And we civilians must make 
the sacrifice of sending our sons to Army camps; we must 
sacrifice automobile trips to conserve gasoline supply; 
we must sacrifice many common articles and parts of our 
salaries in high taxes to build up our country’s arms. 
In short, we are unavoidably heading in the concentra- 
tion of turning out armaments, which are unproductive 
goods, toward a lower standard of living. 

Growingly prevalent a word though it is, sacrifice does 
not appear in the vocabulary of some Americans, of 
which prominent ones may be found in labor union ranks. 
Certainly no sacrifice of working time and wages is indi- 





cated in the statement of D. B. Robertson, president of 
the Brotherhood of Locomotive Firemen and Engine- 
men, that if labor were to relax its “watchful vigilance,” 
it is conceivable that management would let down to a 
point where conditions of competition and sweating of 
labor would “drastically reduce our whole standard of 
living through breaking down established working hours 
and wage rates.” 

This is plainly avoiding the issue. It pictures wicked- 
minded management meeting behind closed doors and 
working out the details of how to lower the American 
standard of living. And there is reference by innuendo 
to the strong-arm slapping down of management with 
the existing demand for a 30% wage increase. Although 
there are other costly demands made, the 30% rise in 
basic wages by itself would increase the railroads’ yearly 
wage bill by over $200,000,000, which would compare 
with net income last year of $191,000,000. 

We admit that with the railroads’ current high pros- 
perity, some part of the earnings rise might reasonably 
be passed along to the employees, though nothing so 
gluttonous as a 30% increase. This admission is made, 
too, with the knowledge that present labor costs already 
are at the highest per-hour wage rate in the railroads’ 
experience. But it is also made with the warning that 
all wage increases should be granted on a purely tem- 
porary basis. All too often—and to the serious loss of 
the railroad security holder—has a wage increase made 
in boom times become a permanent part of the wage 
structure—little more than a milepost along a one-way 
street. 


THE TOP BOTTLENECK ... Mr. Roosevelt resentfully 
denies the allegation that he and his overlapping aggre- 
gation of defense agencies constitute the most serious 
bottleneck in the armament program. He has recently 
had moral support from Mr. Churchill’s adamant stand 
against putting the direction of Britain’s war production 
in the hands of one man, other than himself. 

This is a problem on which it is difficult, if not im- 
possible, to back up criticism with facts and figures. 
We cannot objectively appraise the progress of the de- 
fense program because most of the production figures 
are claimed to be “military secrets.” Nor can anyone 
prove how much faster the progress would be under a 
more efficient top administration. 

But it is the overwhelming consensus of Washington 
newspaper observers, representing papers of all stripes of 
political allegiance, that defense administration at the 
top is inefficient, confused, overlapping, and_ badly 
bogged down in personal bickerings and divided authori- 
ties. We see no reason to doubt this judgment. 

The vital thing is to get the most efficient possible 
direction, whether under a single defense chief or a 
smooth-working team. The method is up to the Pres- 
ident and he has the major responsibility for results. 
If even half of the criticism of the Washington news- 
paper corps on the spot is valid, it would be inexcusable 
and shameful for the White House to dilly-dally with this 
problem any longer. 
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Weighing Market Prospect 


Between Now and Labor Day 


With the war news increasingly hopeful we believe the general market trend 


is still upward, despite sluggishness in the Dow-Jones industrial average. In 


the event of moderate additional recession, we favor selective accumulation. 


BY A. T. MILLER 


Summary of the Fortnight: The Dow-Jones industrial 
average virtually stood still. But, more accurately in- 
dicative of the market as a whole, our weekly index of 
290 issues was up 3 points to within a small fraction of 
the January high. While advance in many low-price 
stocks gave the market a more speculative flavor, our 
average of 15 high grade investment equities also reached 
a new recovery high. 


L. you look at the market in terms of the widely fol- 
lowed Dow-Jones industrial average the impression you 
get is on the sobering side. There has been a persistent 
inability to advance above the 130 resistance level. On 
the face of it, this would indicate that the willingness of 
investors and traders to buy stocks is matched by the 
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willingness of other investors and traders to sell. Indeed, 
for five consecutive sessions ending with last Saturday, 
sellers had the better of the debate, for the industrial 
average dipped by 1.75 points. There is further minor 
softness as this analysis is written. 

At the same time some commentators addicted to 
technical cliches are disquieted by the fact that in recent 
weeks the more spectacular demonstrations of individual 
strength have centered largely in secondary and low- 
price stocks. 

But there is another side to the matter which deserves 
careful attention, whether or not it ultimately proves to 
be nearer the reality than the point of view summarized 
in the preceding two paragraphs. 

After all, the performance of the Dow-Jones industrial 
average—although influential upon trading psychology— 
may not be particularly significant. Over a long period 
of years this average has been revised fairly often. The 
long run tendency of the revisions has been to eliminate 
certain stocks after their status had changed adversely, to 
add certain issues after their status had changed for the 
better. 

But there has been no revision in some time. These 
particular 30 stocks were chosen as a cross-section of the 
market long before the war began, under conditions rad- 
ically different from those now prevailing. If a new 
Dow-Jones industrial average were being compiled today 
one wonders how many of the present issues in it would 
be omitted. 

To cite but one major shift in individual market posi- 
tions, Woolworth sold as high as 71 in 1936 and is priced 
at only 30 today. New York Shipbuilding topped 15 
by only a fraction in 1936 but commands a price of 31 
today. We are not here arguing that Woolworth should 
be eliminated from the Dow-Jones average and New 
York Shipbuilding substituted. We are merely pointing 
out that any unrevised average based on a small number 
of arbitrarily selected stocks can cease, under changing 
conditions, to be as reliable a cross-section measure of 
the market as it was supposed to be when constructed. 

And now a word on the matter of strength in secondary 
and low-price stocks. There are more of them than there 
are of market leader or “pivotal” issues. In an uptrend 
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(3) higher grade issues. 

In the first category: American Cable, Erie Railroad, 
Twentieth Century Fox, [Illinois Central, Warner 
Brothers, Baltimore & Ohio, City Stores, Consolidation 
Coal, National Supply, Reo Motors, Atlas Tack, Nash- 
Kelvinator. The average price of this group as of last 
week’s close was approximately 51. 

Second group: Bendix Aviation, Cluett Peabody, Cela- 
nese, New York Shipbuilding, Spicer Manufacturing, 
Archer-Daniels-Midland, U. S. Pipe, Lockheed, Square 
D., Macy, National Cash Register, Wheeling Steel. The 
average price of these was about 31. 

Third group: Allied Chemical, May Department 
Stores, Air Reduction, American Smelting, General 
Foods, Abbott Laboratories, Hercules Powder, Lone Star 
Cement, Corn Products, Endicott Johnson, United Fruit, 
Phillips Petroleum. Average price 61. 

By at least small margins our averages of 15 high 
grade investment stocks and 10 medium grade preferred 
stocks have bettered previous highs on the recovery 
since early May; while our average of 10 speculative 
preferreds is but a nominal fraction under highest level 
of the entire war period; and average of 10 armament 
stocks has thus far dipped but 1 point under previous 
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on disappointing second quarter earnings statements. 
There is nothing alarming here. 

Like the market, the earnings reports are mixed. Some 
have not only been good but surprisingly so, which ac- 
counted for many of the new individual highs recently 
made. On the whole, the potentiality of surprise seems 
greatest on the favorable side because certainly the scope 
of the pending tax increase to be legislated at Washing- 
ton has been common knowledge for some time. 

Moreover, since reports of several of the leading steels 
seem to have put something of a damper on speculative 
confidence for the moment, it is pertinent to remark that 
the industry’s 1941 earning power will almost certainly 
be substantially better than one would gather from super- 
ficial examination of quarterly reports. 

For instance in the second quarter U.S. Steel set aside 
$32,800,000 for taxes, or nearly three times as much as 
in the first quarter. As a result, reported earnings dropped 
from $3.47 per share in the first quarter to $2.12. But 
part of this upward adjustment is applicable to first 
quarter figures; and since exceptionally conservative tax 
allowance has now been made for the half-year, the 
third quarter report will necessarily show a substantial 
profit gain over the second quarter. Finally, despite 
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sharply higher taxes and the establishment of “contin- 
gency reserves” at a rate of nearly $20,000,000 a year, 
this company’s results for the half-year indicate earn- 
ings of close to $11 per share for the year—on which 
basis the stock at this writing is priced at about 5.3 
times earnings. We have seen Big Steel above present 
quotations when it was earning nothing per share! 

It is true, of course, that the great majority of cor- 
porations either have reached something of a ceiling on 
earning power or are threatened with such a ceiling under 
next year’s tax prospect if not under the pending bill. 
That would be an extremely bearish consideration if the 
general market level were much higher in relation to 
earnings or if a seriously over-extended speculative posi- 
tion had been built up. This, however, is certainly not 
the case at the present time. 

But there is virtually no basis for expecting a normal 
bull market—this being defined for our purposes as a 
market in which rising stock prices are tangibly geared 
to continuing progressive improvement in business vol- 
ume and earnings. In short, a “trade cycle” bull market. 
On the contrary, aside from individual adjustments, the 
chief hope for higher average prices, must rest upon the 
psychological willingness of investors and traders to put 
a higher market capitalization on existing earning power. 
We have had an intermediate uptrend on the psycholog- 
ical side since May. In our opinion, it has a better than 
even chance of going further but we do not for a moment 
say that investment and speculative sentiment has be- 
come immune to any and all news developments either 
from the war or on the home front. 

At this writing the most influential uncertainty in the 
foreign situation centers in the Far East. The indica- 
tions are that Japan will risk one more short-of-war 
move—into Siam. We rather doubt that this will bring 
the final show-down with the U.S. and Britain, but be- 
yond doubt it would be the last Japanese bluff in that 
area, for expansion southward from Siam would con- 
stitute a threat to Singapore and the Philippines so 
urgent that war would be certain. 

But unless Japan is now in the hands of men who have 
lost all rational perspective, we find it impossible to 
believe that she will climb far out on a limb as long as 
the ultimate outcome of the Russo-German war is in 
doubt. If Hitler’s legions continue to bog down in 
Russia, Japan can surely expect a more determined Far 
‘astern policy on the part of the U.S. and Britain, as 
well as formidable opposition from Russia’s Far Eastern 
forces should she attempt to take Vladivostok. 

Apparently the uncertainties ahead in our war and tax 
economy are for the present offsetting the good news 
from the Russian front in effect upon market sentiment. 
For there is no denying the fact that the Russians thus 
far are making a far better fight than was expected when 
this campaign started. Indeed, the time limit within 
which Hitler gambled on winning a complete, easy and 
profitable victory is already up. British thought is 
turning more and more from defense to offense. 

Conclusion: We think the market odds remain gen- 
erally on the favorable side. We doubt that the current 
reaction in the Dow-Jones industrial average will extend 
below 127 but concede that it might reach 124-125. In 
either case we would regard it as opportunity for selec- 
tive buying. 
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The Docks at Southampton, England 






Blueprint of British War Economy 


2 on 


—_— at Atlantic City on July 14, Mr. Leon 
Henderson described the past year as largely the period 
of preparation and tooling, during which many unem- 
ployed people were going back to work and pay envelopes 
were fattening. “It becomes my disagreeable duty to 
tell you,” he said, “that the party is over. The boom in 
sales of automobiles, refrigerators, vacuum cleaners and 
furniture will soon come to an end. It is becoming evi- 
dent that the amount of copper, steel, aluminum and a 
number of other materials required for armaments is 
going to be so great that we won’t have enough left over 
for consumers’ durable goods.” 

“The party” has been over in Great Britain for some 
time. In forecasting the change in the pattern of our 
own industrial production, Mr. Henderson could have 
pointed to the profound industrial transformation going 
on in Great Britain as a blueprint of what this country 
may face in the future. In contrast with Great Britain, 
however, supplies of our raw materials going into pro- 
duction of consumers’ goods are much more abundant 
and consequently the industrial transformation in this 
country is likely to proceed more gradually. 

During the first nine war months, in Great Britain, 
the progress of industrial mobilization was slow. Anxious 
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to maintain “business as usual,” the Chamberlain Gov- 
ernment believed that the blockade would be sufficient 
to defeat Germany and that Great Britain would be 
able to have both “butter and guns.” Consequently, 
the food and clothing rationing, introduced in Germany 
following the outbreak of war, was regarded as a sign of 
weakness. No appreciable restriction of civilian con- 
sumption was provided in the British fiscal measures, 
for which Sir John Simon later was severely criticized. 
In order to get foreign exchange, the flow of exports was 
kept as normal as possible, with the industries continuing 
to work on non-essential goods for exports, including 
those to Empire countries. 

The first period of industrial mobilization came to an 
end with the disaster at Dunkirk. The Second Emer- 
gency Powers Act granted the newly formed Churchill 
Government powers so vast that Great Britain gave the 
appearance of going totalitarian. The cost of war became 
a secondary consideration, and the original budget for 
1940-41, which called for expenditure of £2,667,000,000, 
was raised to £3,467,000,000. So rapid was the diversion 
of national productive capacity into war effort that it be- 
came obvious by September, 1940, that even these budg- 
etary estimates would be exceeded by a wide margin. 
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As most of the British statistical information has been 
discontinued, we have only a general idea regarding the 
changing pattern of British industrial production. Out- 
put of war goods was rapidly stepped up during the 
second war period, which lasted for about eight months— 
roughly up to the passage of the Lend-Lease Act early 
in March. The same pattern of production now becom- 
ing evident in this country appeared in England during 
this period. Production of consumers’ goods was grad- 
ually curtailed, and Government control over industry 
and trade extended, but by no means to the limits 
granted by the Parliament. With the exception of arma- 
ment industries, the Government control over industries 
remained indirect and took the form of rationing of sup- 
plies, prohibition of the production of luxuries including 
motor cars, and limitation of sales to retailers of certain 
consumers’ goods. 

Loss of Continental exports and imports, and the 
necessity of bringing foods and raw materials from 
greater distances and at a greater risk, created a number 
of special problems. To conserve cargo space, it was 
realized that more finished goods would have to be im- 
ported. In June, 1940, all imports were prohibited except 
under license from the Board of Trade, which became 
also the authority controlling the flow of exports. Gen- 
eral licenses for both imports and exports were issued, 
however, to facilitate trade with certain sterling area 
countries whose economic well-being depended upon 
access to the British market. Imports for private account 
declined to such an extent that as much as 90 per cent 
of them are said to have been made for Government 
account in recent months. Exports fell off sharply and 
by December, 1940, after which statistics were discon- 
tinued, they were about 40 per cent below December, 
1940, and, according to Sir Kenneth Lee, representative 
of the Board of Trade, are at present about one-half of 
normal level. 

With the passage of the Lend-Lease Act, manpower 
hitherto employed in some export industries was released 
for war purposes. Some exports, however, must continue 
to pay for imports from Latin America and Empire 





Adjustment of Britain’s economy to the de- 
mands of war production throws a prophetic 
light on the general pattern of transformation 
that we can expect in the United States. The 
chief differences are: (1) Being in more im- 
minent danger than the U.S., the British con- 
trols have been applied more quickly and 
ruthlessly than is likely to be the case here; 
(2) because our population, national income 
and producing resources are so vastly greater 
than Britain’s, the dislocations incident to de- 
velopment of a war economy will never be as 
severe or onerous as they are now in England. 
The more pertinent statistical comparisons 
will be readily grasped from the accompany- 
ing series of charts. 











countries, as well as fer supplies from this country not 
included in the Lend-Lease Act. John Maynard Keynes, 
noted economist and adviser to the British Treasury, 
stated recently that exports of many articles, particu- 
larly steel products and machinery, were practically for- 
bidden and that the country would concentrate on 
exports of glass, rubber goods and especially textiles, the 
latter because of their high shipping value, the use of 
female labor in production and the unsuitability of tex- 
tile plants for war production. 

The number of unemployed, which in May, 1940, 
stood at 1,519,000, declined in the ensuing seven months 
to 750,000 or less than half. The turnover of labor still 
remained unrestricted. War industries began to feel the 
shortage of trained men, however, while agriculture was 
handicapped by the exodus of farm help. To keep the 
agricultural workers on farms, the Government removed 
most of the disparity between rural and urban wages. 
As an offset to the increased cost of labor and fodder 
stuffs, which became rationed, prices were raised cor- 
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respondingly and the farmers were assured markets for 
their products. Furthermore, the Government was 
given power to take steps for raising the standard of 
efficiency of farms. Nearly 2,000 mismanaged farms 
were taken over by last spring, according to the Minister 
of Agriculture, while 2,000,000 additional acres were tilled 
in 1940 and another 2,000,000 acres in 1941. 

With the process of industrial mobilization, i.e., the 
full employment of plant and man-power, about finished 
early this spring, a new period began. It has been charac- 
terized by the virtual exhaustion of the reserve of unem- 
ployed. Only 369,000 remained unemployed by May, 
1941, and of these about one-half were men. To comb 
out certain men above draft age and young women out 
of non-essential industries, either for training or to go 
directly into essential industries, a general registration 
was ordered last April. Furthermore, to prevent the 
exodus of labor and loss in production through unneces- 
sary turnover of labor, the Essential Work Order has 
been applied to certain vital industries such as the mer- 
chant navy, shipbuilding, coal mining and engineering. 
Discharge of employees in these industries is prohibited 
except for serious misconduct, but at the same time the 
employees’ right to quit is subject to permission from a 
national service officer. 

Arbitration of disputes between British employees and 
employers is compulsory. Differences are reported to 
the Minister of Labor, who in turn refers them either 
to the employer-trade union mediation boards or to the 
National Arbitration Tribunal, which was created in 
July, 1940, and whose decisions are binding upon both 
parties. Strikes and lockouts are allowed only if the 
Minister fails to take action. As a result, the working 
time lost has declined sharply. 

In order to release men for war industries, the non- 
essential industries have been asked to concentrate the 
reduced output in fewer plants. This revolutionary 
scheme, introduced last March by Captain Lyttleton, 
chairman of the Board of Trade, proposed to rationalize 
the output of some fifty industries, including textiles, 
hosiery, shoes, glassware, sport goods, domestic electric 
appliances, metal furniture, etc. The London Economist 
has estimated that between 500,000 and 750,000 men 
will thereby be made available for other industries. 


While the Board of Trade has outlined a general policy 
of industrial concentration, it has left the method to the 
industries concerned. In each industry a number of the 
so-called “nucleus firms” will be operating plants at full 
time. These nucleus plants are to be the most efficient 
firms, from the point of view of plant and equipment, 
geographical location, labor supply, housing, raw material 
supply, transportation facilities, etc., as well. The rela- 
tionships of the “nucleus firms” with other enterprises 
are to be worked out along the following lines: (a) 
merger (preferred by firms which have to divulge trade 
secrets), (2) fixed compensation paid to the firms stay- 
ing out of business by the “nucleus” enterprise, (c) trans- 
fer of production quota and (d) pooling of industry to 
operate a “nucleus” plant. 


Hundreds of factories have already been closed and : 


their labor force transferred to “nucleus” plants. For 
example, some 180 out of 415 cotton spinning mills are 
being eliminated and about 150 out of 1,000 weaving 
establishments. Measures are also being taken to induce 
stores and specialty shops, of which there are about one 
million, to merge or to regroup in multiple shops handling f 
a number of commodities. It has been estimated that at 
least 100,000 shops of relatively low merchandising 
efficiency could be closed without serious interference 
with distribution. 

New building is another industry whose activity has 
been greatly curtailed. Any construction work, including 
repairs or alterations, costing more than £100 now re- 
quires a license. Compared with a pre-war labor force 
of 1,350,000, the number of building trades employees is 
now only 750,000, and of these less than 100,000 are 
employed by private interests. 

Standardization, especially of consumers’ goods, has 
offered still another approach toward a better utilization 
of national productive capacity. In the meantime the 
output of munitions, aircraft and steel has been reported 
as materially expanded. 

As the output of consumers’ goods was being cur- 
tailed—an estimated 25 per cent reduction will be neces- 
sary—more purchasing power was being placed in the 
hands of individual consumers as a result of wage in- 
creases in other important industries. The wages of some 
12,000,000 industrial workers out of a potential labor 
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force of about 18,000,000 are being determined by col- 
lective bargaining. Most of the British trade unions 
have linked their wage rates either with the cost of living, 
or with the price of particular commodities, or with the 
profits of the employer. In some industries as, for 
example, coal mining, wages are fixed by the Government. 

The trend of wages, cost of living and wholesale prices 
in Great Britain is told by the accompanying charts, 
which also give comparisons with the United States. 
British weekly wage rates rose in the August, 1939-April, 
1941 period by approximately 18 per cent, or almost 
as much as the average weekly earnings in the United 
States. Considering that the British cost of living is up 
nearly 30 per cent for the first twenty months of the 
war, While that of the United States advanced but 5 per 
cent, the British worker’s standard of living has been 
definitely impaired ‘by the war, while that of the Amer- 
ican worker has improved considerably. The rise of the 
British cost of living has been retarded by the freezing 
of rents and a rigid control of food prices, which are being 
subsidized at the annual cost to the Government of 
about £80,000,000. 

The comparison between retail food prices is less 
favorable to the United States, owing to the sharp rise 
of goods in this country during the past few months. 
British wholesale prices are up about 55 per cent since 
the start of the war. Since last November, owing to 
rationing and a more rigid control, the wholesale prices 
have risen only about 5 per cent, or much less than in 
this country in the same period. The wide discrepancy 
between the trends of wholesale prices in Great Britain 
and the United States is due partly to the construction 
of the indexes themselves. In this respect Prof. Irving 
Fisher’s index (also given in the chart) is perhaps more 
similar to the British Board of Trade index than is our 
Bureau of Labor index. Part of the wholesale price rise 
in Great Britain is also accounted for by the 15 per cent 
devaluation of the pound sterling in terms of the dollar 
following the outbreak of the war, the effects of which 
were unavoidable in a country so dependent upon imports 
as Great Britain. 

Trends in the London and New York stock and bond 
markets, as will be seen from the accompanying charts, 
have been quite similar. Despite severe property destruc- 
tion and heavy taxation, British equities seem to have 
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recovered more ground from the June, 1940, bottom than 
have the American stocks. Liquidation of British hold- 
ings of American securities is usually given as the princi- 
pal cause for this. Such liquidation provided British 
investors with sterling funds for the purchase of their 
own securities, thus supporting the English market while 
depressing markets in this country. British bonds, many 
of which are higher than at any time since Munich, have 
also profited by the liquidation of American securities as 
well as by the imposition of the 100 per cent excess profits 
tax in the summer of 1940 which made them relatively 
more desirable than stocks as investment. 


Control of Civilian Spending Power 


With British wages in 1940 about £600,000,000 greater 
than in 1938, and with expenditures for food, drink, 
tobacco, etc., about £325,000,000 greater, the chief prob- 
lem of the authorities has been the control of civilian 
spending power. The rate of British Government spend- 
ing as will be seen from the accompanying chart is now 
around £400,000,000 per month ($1,600,000,000 a month 
for a country with a population only one-third as large 
as that of the United States) or about four times as 
much as in the early months of the war. Hence con- 
sumer income is being generated at the highest rate ever 
in the history of Great Britain—yet at the same time the 
supply of consumers’ goods is dwindling because of the 
war effort and the shipping situation. 

In order to prevent a runaway price inflation, and to 
assure equitable distribution of consumers’ goods, the 
Government has been extending the rationing system 
even to articles of which there are still adequate supplies. 
Recently clothes rationing has been introduced, which 
although leaving a considerable freedom of choice to the 
shopper, nevertheless is intended to bring about a reduc- 
tion in the total consumption. At the same time, the 1941- 
42 budget lowered personal exemptions to £80 ($320) 
on the individual income tax. This action, together 
with the sharp increase in consumption and excise taxes 
in the previous budgets, will be helpful to Treasury 
revenues and also will serve to restrict the available 
purchasing power which the huge Government expendi- 
tures are generating. 
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Far East developments highlight reports U. S., British 
and Dutch have joint naval plan of action ready to go 
the instant Japan makes an aggressive move on the 
territory of any one, but the belief here is Japan won’t 
pick a fight soon. But if economic sanctions make Japan 
desperate for oil and other supplies she may move 
against N.E.I., which would touch off war in the Pacific. 


Frozen credits of Japan give U. S. Government com- 
plete control over all trade between the two countries 
and can be used as absolute embargo or licenses can be 
issued permitting limited trade. Policy to be followed 
will depend on whether U. S. thinks further appeasement 
can delay Nipponese expansion plans. Most important 
trade involved is oil exports (10 per cent of California 
production) and silk imports, chief source of Japanese 
foreign exchange. Fabric trades can get along without 





WASHINGTON SEES: 


Lack of coordination among defense agencies 
has become an open scandal. Row between OPM 
and OPACS over whether auto production should 
be cut 50% now or reduced gradually is only one 
symptom. These two agencies are in continual dis- 
agreement over priorities and civilian supplies. 
Petroleum Coordinator Ickes is fighting with the oil 
units of both OPM and OPACS, Agriculture and 
other departments are at outs with OPACS on price 
actions. Army and Navy follow divergent and con- 
flicting purchase and construction policies, while 
OPM purchase division advocates still another 
course. Both services and the Maritime Commis- 
sion complain about OPM priority schedules. There 
are countless rivalries and jurisdictional rows among 
many other agencies. Much time of defense officials 
is consumed in inter-departmental committee meet- 
ings arguing prerogatives. Industry, told to forget 
business as usual and concentrate on winning the 
war, is confused and discouraged by the petty poli- 
tics as usual and apparent lack of willingness in 
Washington to submerge personal power in a uni- 
fied patriotic effort. 
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silk but hosiery mills may have to close as substitute 
fibers are scarce and going into military uses to displace 
silk. 


Blacklist of Latin American firms associated with Axis 
governments reduces import and export trade somewhat, 
but many U. S. firms had already dropped agents and 
customers of this sort at State Department suggestion 
and in anticipation of such a move. Blacklist gives 
Government control over most funds of Nazi agents and 
dummy companies in this hemisphere. 


Oil rationing may be imposed throughout the East in 
near future, voluntary reduction in use appearing to 
bring no results. Ickes tried hard to keep additional 
tankers from Britain but failed, so shortage is inevitable. 
Pleasure drivers won’t be the only ones hurt. Industry 
will be rationed for business uses. Fuel oil will get pref- 
erence over gasoline and defense industries will get 
priorities. All plants that can make the shift will be 
required to burn coal. Available oil will be pooled so 
small distributors will not fare worse than major oil 
companies. 


More taxes will be sought soon after the pending bill is 
out of the way. There may even be another tax bill this 
fall. Treasury wants what it calls a technical bill chang- 
ing administrative provisions of many sections, such as 
excess profits. This would affect many classes of tax- 
payers adversely by tightening language. Oil and min- 
eral depletion allowance is one of the things Treasury 
wants changed, holding present provision to be far too 
liberal. 


Tax anticipation notes, a new form of Federal security, 
offer large and small individual and corporate taxpayers 
a chance to pay taxes as income is earned, avoiding 
necessity of accumulating cash for payment day. Notes 
are in various denominations and bear low interest rates, 
calculated monthly; can be used for no purpose but pay- 
ing taxes. Treasury expects to get large part of its 
revenue from this source, reducing other short-term 
financing proportionately. 
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Steel capacity expansion will be forced by O P M even 
beyond the industry’s reluctantly accepted current ex- 
pansion plans and even though the process will take a 
year or two and much steel to complete. Expansion is 
based on plans for a long war requiring huge quantities 
of shipping and supplies. Government probably will 
finance bulk of additional expansion, since industry sees 
no need for new plants after emergency. 


Power expansion is needed for defense in many areas 
but New Dealers are seizing emergency to push huge ex- 
pansion and interconnection plans involving more com- 
plete Government control now and hereafter. Inter- 
administration jealousies over who is to run the show 
and how are delaying things some, but whatever the 
final details the result will be more Federal, less local, 
regulation of electric utilities. 


Material shortages will soon be 
more acute than officials care to 
admit publicly, and with shortages 
of labor, power, machinery and 
transportation many civilian in- 
dustries will have to curtail output 
drastically and many smaller plants 
may close. Defense business may 
not be spread out fast enough to 
replace these cuts, and there will 
be some unemployment. Autos is 
most talked example, but curtail- 
ment will be forced on dozens of 
other industries. Pinch will be felt 
this fall but stocks will keep con- 
sumers supplied until winter. Cur- 
rent controversy in Administration 
is whether to force the cuts now or 
let industry discover them grad- 
ually. 


Wide World Photo 


Home construction will suffer 
when housing priority plan gets 
into operation. Building materials which compete with 
defense, such as hardware, plumbing and electrical equip- 
ment, will be controlled and available supplies shunted 
to housing of defense-workers’ rent range in designated 
defense areas. Other building will have to use substitute 
materials or wait until supplies become available. FH A 
is about to launch big drive to rehabilitate old homes, 
particularly to cut them up into multi-family dwellings, 
as emergency housing program. 


Advertising of brand names may be meaningless in 
many industries if continued scarcities require the use 
of plans now being formulated to pool all available sup- 
plies, adhere to standard specifications, and fill orders 
pro rata. Gasoline may be the first commodity for this 
experiment, with extra and third grades eliminated. If 
public gets used to buying various articles by specifica- 
tion, instead of brand it may cause an upset in mer- 
chandising methods. 


More pep for the defense program is objective of pub- 
licity and propaganda programs laid out by a dozen 


defense agencies. Part of it is slanted toward increasing 
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Petroleum Coordinator Ickes, strong man. of 

the oil industry, is running his own show, 

regardless of what the oil units of OPM 
and OPACS think. 


interventionist sentiment, but mostly it is to speed pro- 
duction and ready the public for sacrifices in consump- 
tion and normal activities. The aluminum collection 
drive was as much to build morale as to get the metal. 
Many other schemes are being planned. 


Defense labor troubles are currently not acute so Con- 
gressional sentiment on restrictive legislation has swung 
down again and no prohibitions on strikes or curbs on 
unions are expected. Strikes should be fewer and shorter 
than in the spring because of stabilization agreements 
and wage increases. To a considerable extent labor peace 
has been bought with higher wages, but an increase in 
living costs or corporate earnings will bring new demands. 


Forced orders for defense are being considered by some 
officials. Idea is that any defense 
order of enough importance to war- 
rant a priority should be compul- 
sory and manufacturers should be 
required to accept such at the ex- 
pense of all civilian work. Majority 
of officials oppose idea on ground 
it is not yet necessary and would 
greatly disrupt civilian business by 
loading down principal material 
and equipment suppliers with de- 
fense orders to complete exclusion 
of other work, forcing fabricators 
to close down. 


Inventories of manufacturers and 
fabricators may be requisitioned 
by OPM. Some foresighted com- 
panies stocked up on materials and 
now have the edge on competitors 
who have difficulties with priori- 
ties. To equalize things and also 
get scarce materials for defense the 
Government may hunt out such 
stocks. The pending property seiz- 
ure bill would give authority. 


Price control bill was virtually agreed on by Congress 
leaders in general outlines before Roosevelt sent his mes- 
sage, thus smoothing way for passage which would have 
been impossible had the bill been sprung full-fledged a 
couple months back. But many difficulties remain in 
Congress and it will be weeks before new law is signed 
and functioning. Complete price freezing was abandoned 
as unworkable and unwanted, and policy will continue 
to be selective supervision of key prices, keeping all more 
or less in line with each other. 


Wage control is properly a component of price con- 
trol but legislation fixing wages could never have been 
passed. If Administration succeeds in keeping cost of 
living from rising materially it may be able to keep 
general level of wage rates from rising out of line 
through a reversal of its current policy of favoring 
higher pay when settling strikes. Industry-wide wage 
stabilization agreements are counted on to help, but 
all have clauses permitting reopening if living costs 
rise. (Please turn to page 486) 
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Keeping Ahead on 
The Industrial Front 





BY WARD GATES 


Dislocations in Consumer Industries— 


The scope and speed of coming dislocations in our civilian 
economy will depend importantly upon war develop- 
ments. With masterly political intuition President 
Roosevelt avoids moving further than the popular will 
is ready for. The public’s “crisis temperature” goes up 
when danger to Britain—and therefore to this country— 
is increasing; goes down when Britain’s danger appears 
less urgent. It has gone down since Hitler shifted his 
major attack to far-away Russia. Cabinet members 
have stopped making pro-war speeches. If our national 
fear of Nazi expansion continues to wane, psychological 
resistance to acceptance of civilian sacrifices and incon- 
veniences will increase proportionately. The reverse will 
be true if the Red Army is crushed and Hitler again aims 
his spearheads toward the west. Thus the success or 
failure of the Russian defense will make all sorts of his- 
tory not only in Europe, but also in the United States 
-including in more than minor measure the history 
of 1942 production of civilian automobiles and refrigera 

tors and radios in the factories of America. 





The Most Crucial Shortages 


Shortages of many materials and of skilled labor repre- 
sent a serious defense problem but at least do not react 
inclusively upon the entire economy. Of greatest primary 
importance is the question of the prospective adequacy 
or inadequacy of electric power and_ transportation. 
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Shortages here would cripple many industrial plants, 
disrupt commerce regardless of the adequacy of material 
supplies and labor forces. Fortunately, however, this 
threat does not appear serious—although it has more 
substance than most utility and railroad men admit and 
less substance than most New Dealers claim. From the 
shorter perspective threatened shortage relates only to 
peak load periods of brief duration—October for the 
railroads, December for most electric utilities. On a 
pinch, moderate curtailment in non-essential uses would 
suffice to meet the problem. Beyond the next peak 
load periods surplus capacity should suffice to meet 
defense and civilian needs for some months to come. 
By autumn of next year the problem would be serious— 
except that meanwhile capacity of utilities and railroads 
will be considerably expanded. The railroads have a 
tremendous volume of freight cars on order. Electric 
utility capacity will expand by more than 8 per cent 
this year and the added capacity of 1941 and 1942 will 
approximate 50 per cent of the total installed capacity of 
1920. Manufacturers of rail and electrical equipment 
will have a preferential priority status—and an un 
dreamed of avalanche of business. 


Ceiling for Buying Power?— 

The gain in consumer purchasing power over the next 
twelve months is bound to be less than during the past 
twelve months. In fact it is more than possible—de- 


pending upon Federal tax policy and the effectiveness of 
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inflation controls—that the average consumer will have 
somewhat less purchasing power by mid-1942 than he 
has now. With many industries at capacity, further 
gains in employment will be slowed down in line with 
the tempo of new plant construction. Although the 
trend of wages is still up, it is meeting increasing resist- 
ance founded on both economic realities and political 
considerations; and the increasing pressure for wage 
stabilization will at least moderate the line of ascent. Be- 
fore price controls are imposed—and even possibly after- 
ward—there is certain to be further rise in retail prices 
and the cost of living, which 


aluminum—if necessary—could easily add the equivalent 
of 4,000,000 more tons a year to total supply. If neces- 
sary, a uniform percentage cut of consumption in the 
publication field would work no hardship either upon the 
reading public or the publishers. We could do without 
a reasonable proportion of the trillions of words now 
being printed in countless books, newspapers and peri- 
odicals—and never miss them! With capacity operation 
and allowing for radically higher taxes, the industry’s 
earning power is unlikely to make significant additional 
gain, if any, but is excellent as compared with the 1935- 
1939 pre-war average. 





of course will be equivalent to 
a proportionate reduction in 


It’s Not the Steel But 


money income. Probably with- 
in a matter of weeks higher 
excise taxes will become ef- 
fective and are calculated to 
cut into public buying power 
by nearly one billion dollars 
a year. Finally, sentiment in 
Congress appears to be swing- 
ing strongly toward new tax 
legislation early in 1942 un- 
der which the major boosts 
in Federal revenues would 
come from sales taxes and 
drastic lowering of personal in- 
come tax exemptions. For at 
least the rest of this year, how- 
ever, the prospect for brisk re- 
tail trade gains appears as- 
sured. 


Trends and Projections 


Course of the Russo-German war will 
importantly affect the psychological ur- 
gency of American defense and therefore 
the tempo and scope of coming dislocations 
in the civilian economy. 


Rail transport will prove adequate ex- 
cept for possible pinch in peak-load month 
of October. Utilities face a less formid- 
able peak-load test in December. By the 
time similar seasonal peaks come in 1942 
both capacities will have been much ex- 


panded. 


Rate of gain in consumer purchasing 
power will slow down before long. Its aver- 
age over the next twelve months will do 
well to approximate the present level, al- 
lowing for further rise in the cost of living 
and increased tax exactions from wage and 


the Iron— 


This country produces more 
steel than all the rest of the 
world combined and_ the 
United States Steel Corpora- 
tion alone produces more than 
does all Nazi-dominated Eu- 
rope. Moreover, our civilian 
consumption of the metal still 
very greatly exceeds the 
amount flowing directly or in- 
directly into defense produc- 
tion. How, then, could there be 
threat of inadequate produc- 
tion? The answer is not in 
terms of steel ingots but of 
scrap steel and pig iron. These 
are prerequisites of steel-mak- 





salary workers. 
Boom in Paper 


Paper mill facilities have been 
sharply expanded in_ recent 
years, especially in the South- 
ern states, but capacity is 
nevertheless being pressed hard 
hy the current unprecedented 
demand. If a pinch comes it 
will not relate to supplies of 
pulp or labor but to shortages 


brightest ever 


merely high. 


Steel output faces threat of some curtail- 
ment due to growing shortage in pig iron 
and scrap. Even 5 or 10 per cent operating 
dip would affect earnings sizably. 


Except for threatened shortages in con- 
sumer goods, farm spending prospect is 
more because high income 
is in effect guaranteed than because it is 


ing and supplies of them are 
dwindling despite urgent ef- 
forts to expand pig iron pro- 
duction capacity. It is esti- 
mated that over the past eight 
years this country has exported 
over 20,000,000 tons of scrap 
steel, much of it to Japan. 
Then, too, unusually large 
quantities of steel and_ steel 
products are being exported 
and, unlike domestically con- 





of key chemicals, possible local 

power shortages for some mills and possible—although 
improbable—transportation difficulties. It is in paper 
board, rather than printing papers, that the most dy- 
hamic expansion of demand has developed. New orders 
are currently exceeding production by about 15 per 
cent, further expanding backlogs. Yet the backlog posi- 
tion does not remotely compare with that in most of 
the capital goods industries, for it is equivalent to less 
than four months’ production at the current rate and 
could be quickly worked off should there occur even a 
moderate shrinkage in inventory buying. Meanwhile 
the usage of paper as replacement for priority-affected 
metals is increasing rapidly. Metal containers of various 
types, especially in the food field, are being extensively 
replaced. This country is by far the greatest—and most 
wasteful—paper consumer on earth. It is estimated that 


some two-thirds of paper sold is ultimately burned or 


otherwise destroyed. A reclamation drive such as that in 
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sumed steel, will not be a 
source of scrap. There are no quickly effective remedies 
for the growing shortage, as it will take a year or more 
to effect a major expansion in pig iron capacity. While 
there will be ample steel for defense needs, civilian use 
will probably have to be curtailed in the relatively near 
future. It is characteristic of the industry that a differ- 
ence between a 90 per cent and a 100 per cent operating 
rate makes a disproportionate difference in earnings. 
Should it last any length of time, inadequacy of supplies 
of scrap and pig iron would take a sizable bite out of 
steel company profits per share. 


Greener Pastures 

Income from farming this vear will approximate $10,- 
700,000,000 plus an added $2,000,000,000 (Government 
estimate) of income going to farmers from non-farm 


labor and other sources. The (Please turn to page 486) 


449 









Rapid change is today's only certainty and no investor 


can safely assume that any stock justifies purchase or 


retention on the basis of past repute and popularity. 


Examining the Future of 


Five Seasoned Common Stocks 


BY J. S. WILLIAMS 


F. W. Woolworth 


The recent reduction in Woolworth’s common stock 
dividend from 60 cents to 40 cents quarterly could 
hardly have been a surprise to anyone who has followed 
the company’s affairs since the outbreak of the war. 
Net income last year was the lowest since 1932 notwith- 
standing the fact that consolidated sales were at a 
record high. Domestic sales in the first half of this year 
have continued to set new records. Earnings, however, 
have failed to keep pace largely as a result of heavier 
taxes imposed on British and Canadian subsidiaries. 
Prospective increase in domestic taxes doubtless was 
also a factor influencing the reduction in the dividend. 
Last year, of earnings equal to $2.48 a share, about 70 
cents a share was contributed by dividends of the British 
subsidiary—F. W. Woolworth & Co., Ltd.—and in the 
first six months of last year total parent company income 
from this source amounted to about $5,100,000. Such 
income this year, however, is substantially under the 
1940 figure. Nor is it likely to show any improvement 
in the last half. Confronted with this situation it would 
appear that directors acted conservatively in setting a 
quarterly dividend at 40 cents. An annual rate of $1.60 
was covered by a fair margin last year by earnings from 
domestic sources alone. Subsequent to the announce- 
ment of the lower dividend, the shares have given a 
much better account of themselves marketwise, recover- 
ing about 4 points from the year’s low. It is not unlikely 
that some investment buying has been attracted on the 
reasoning that the present dividend can probably be 
earned without undue difficulty, unless of course the tax 
collector substantially increases his levies in the near 
future. 


Backed by 


a long record of continuous dividends, 


Woolworth common stock is unquestionably entitled to 
investment consideration. The company retains its posi- 
tion as the leading unit among variety store chains but 
it is quite evident that it has felt the force of competi- 
In recent years both sales and 


tion from other chains. 
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profits computed on a per-store basis have declined, 
while those of the G. C. Murphy chain, for example, 
have set new high records. Woolworth, attempting to 
meet this problem, has substantially raised previous 
price limits on merchandise carried; stores have been 
enlarged and modernized, restaurants and bakeries have 
been added and other innovations introduced. In time 
these may be effective in restoring store profits to 
former levels, but until evidence is more conclusive 
Woolworth may be suspect on the grounds that it has 
run full tilt into the law of diminishing returns. What- 
ever this may portend for stockholders’ interests it is 
not imminent and the shares should continue a satis- 
factory medium where income is the chief con- 
sideration. 


General Foods 


Record-breaking sales have thus far at least enabled 
General Foods to absorb substantially higher taxes with- 
out detriment to earnings. In the June quarter earn- 
ings totaled $3,016,150 and were equal after preferred 
dividend requirements to 54 cents a share for the com- 
mon stock. In the June quarter of 1940 common shares 
showed the equivalent of 51 cents. Net for the first 
half of 1941 showed the equivalent of $1.36 a share 
available for the common stock as against $1.33 a year 
ago. Moreover, current earnings are after allowing for 
an increase in taxes as provided in the Revenue Bill now 
under consideration. When it is considered too that ris 
ing commodity prices have added to the company’s 
processing costs, the current results reflect considerable 
credit upon the management. 

One phase of General Foods’ which has 
undoubtedly contributed importantly to current earn- 
ings has been the Frosted Foods division, specializing in 


business 


processing frozen foods which are retailed under the 
name “Bird’s Eye.” For some years the company has 
been engaged in developing this division and heretofore 
Frosted Foods were of Jittle or no consequence earnings 
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wise. Some idea of the extent of the progress which has 
been made is gained from the fact that at the present 
time there are more than 10,500 retail outlets handling 
“Bird’s Eye” products. In 1932 there was less than 
500. Recently it was indicated that a considerable vol- 
ume of frozen food was being taken by the Army and 
Navy. 

Other products of General Foods include Maxwell 
House coffee, Jell-O, Swans Down cake flour, Diamond 
Crystal salt, Log Cabin Syrup and others, all nationally 
advertised. Their sales have apparently shown prompt 
response to increased employment and public purchasing 
power and this impetus promises to attain even greater 
potency over the coming months. This background, 
viewed from the standpoint of the common stockholder, 
may be much less dynamic than in the case of com- 
panies more closely identified with defense activities, 
but it is one which is likely to appeal to the income 
investor. Dividends have been paid on the common 
stock continuously since 1922, with regular payments 
frequently augmented by extras. 


Standard Brands 


Unlike General Foods, Standard Brands has not been 
as successful in absorbing higher taxes and increased 
costs. The company reported net profits of $1,980,833 
for the three months to June 30, last, which compared 
with $2,424,007 in the same months of last year. After 
allowance for preferred dividends, available earnings 
for the common stock were equal to 14 cents and 17 
cents a share respectively for the two periods. The drop 
in recent earnings was due to provision for higher taxes. 
In the most recent quarter $1,088,076 was charged 
against earnings for normal Federal and foreign taxes; 
$315,000 for excess profits taxes; and $785,000 for addi- 
tional taxes based on the report on the current tax pro- 
gram submitted by the House Ways and Means Com- 
mittee. Before these tax items profits in the June quar- 
ter totaled $4,169,539 as compared with $3,298,875 last 
year. Profits before taxes in the first six months of this 
year amounted to $7,653,506 against $6,234,558 a year 
ago. One a per-share basis, and after full allowance for 
taxes, net applicable to the 12,648,108 common shares 
was $31 cents for the current half-year and 34 cents 
last year. 

Sales of Standard Brands in the first half of this year 
were up $5,200,000, an increase of nearly 10 per cent over 
the volume in the first six months of 1940. This is a 
distinct improvement over the company’s sales showing 
for all 1940. The gain in dollar sales in the latter year 
was a negligible one. Profit margins continue to run 
about 12 per cent, reflecting internal operating econo 
mies and expanding sales. Demand for several new 
products introduced under the Standard Brands banner 
is understood to have been encouraging. This is par- 
ticularly true in the case of new high vitamin content 
veast for bakers, and a line of whiskies being marketed 
under the Fleishmann brand. 

The present dividend of 10 cents quarterly is being 
earned by a sufficient margin to assure its continuance, 
with some posssibility that another year-end extra will 
he paid this year. 




















































































Sears, Roebuck 


In recent years Sears, Roebuck’s chain of 595 retail 
stores has contributed about 60 per cent of total sales. 
This year the mail order division promises to enlarge its 
share of sales. There are several reasons for this. First 
of all the farmer, who still does a large part of his retail 
buying via mail order catalogs, will have more money 
to spend. For another thing, catalog buyers may be able 
to purchase a number of things which will not be avail- 
able in retail stores, owing to shortages. In fact, the com- 
pany’s fall and winter catalog will hardly reveal, except 
to more eagle-eyed readers, any effects of restricted 
supplies of merchandise and materials now being routed 
into defense. Sears is understood to have stocked up 
quite heavily well in advance of present shortages, but 
customers are warned that another six months will see 
many items, notably those in the consumers durable 
yoods classification such as, aluminum utensils, radios. 
etc., no longer obtainable. 

Large scale forward buying has also enabled Sears to 
restrict price advances on the average to 6 to 7 per cent 
in the latest catalog. As a consequence prices are still 
much lower than would have been the case had they 
been based on inventories recently acquired. It can 
probably be assumed therefore that current profit mar- 
gins will be well sustained. The real pinch may come 
later. 

Another potential restricting factor is enforced cur 
tailment of installment buying, as part of an anti- 
price inflation program. Installment sales have bulked 
large in Sears’ volume in recent years and have em- 
braced not only such items as furniture, refrigera- 
tors and other hard goods, but practically all mer- 
chandise listed in catalogs. Forced to impose more 
stringent credit terms and restrict the number of 
items available on installments, the company’s sales 
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may well be adversely affected to some degree, 


high record, exceeding the previous record year, 1940, by 
a good margin. Sales for the five months ended June 
30, were 28.2 per cent ahead of the same months of 
1940. The gain in June was better than 24 per cent. At 
the same time it is a foregone conclusion that earnings 
will not keep pace with sales. Taxes will be responsible, 
Last year taxes totaling $32,650,000 resulted in a decline 
in per share earnings to $6.32 from the 1939 level of 
$6.60, notwithstanding the fact that sales attained the 
largest volume in the company’s history. The report 
covering the first half of the current year may not be 
available for several weeks, but it is probably a safe 
estimate that any marked change from the $2.67 a share 
for the same period a year ago will be downward, as a 
consequence of increased provision for current taxes, 
Dividends in 1939 and 1940 amounted to $4.25 a share, 
but the possibility must be conceded that taxes may 
force some reduction this year. At recent levels around 
72, the shares appear to have made a similar concession. 


United States Rubber 


In the first six months of this year all plants of United 
States Rubber operated at virtual capacity; sales were 
up 37 per cent; earnings rose 120 per cent; but provision 
for taxes increased 268 per cent. In the first six months, 
the company provided $4,358,092 for Federal and foreign 
income taxes at the current rate, $1,340,628 for excess 
profits taxes, and $2,700,000 for tax contingencies. In 
the first half of 1940, all taxes totaled only $847,000. 
After preferred dividends net applicable to the 1,739,092 
shares of common stock was equivalent to $2.07 a share 
against 94 cents a share last year. All things considered 
the company’s six months’ showing leaves little to be 
desired. 

Since the present management took office in 1929, 
following a $26,000,000 investment by the du Pont inter- 
ests, the status of U. S. Rubber has undergone a remark- 
able transformation. Finances have been greatly strength- 
ened and with the successful introduction of many 
new policies, the company has become a dynamic force 
in the rubber industry. Unfortunately, however, further 
opportunity to demonstrate the effectiveness of these 
policies seems likely to be postponed by conditions now 
confronting the entire rubber industry. 

On July 1, the government took over the purchase of 
all crude rubber and in the interests of the defense pro- 
gram will allot supplies to manufacturers solely on the 
basis of defense needs and at the expense of civilian 
consumption. The enforced restriction of automobile 
production and gasoline consumption will also act to 
reduce tire sales. About half of the output of U. 5. 
Rubber is in automobile tires and tubes. Costs of the 
company’s chief raw materials, crude rubber and cotton, 
have risen substantially, although these costs may be 
absorbed, in part at least, by the recent advance of 5 per 
cent in prices of replacement tires and tubes, permitted 
by OPACS. Finally, there is the implied threat to crude 
rubber supplies, and the company’s own plantations, by 
the war situation in the Far East. On the June 30 
balance sheet plantations were carried at a net value of 
less than $20,000,000, while (Please turn to page 486) 
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Industrial Volume and Profit Trends, with Outlook for Individual 


Food, Sugar, Tobacco, Rail, Utility, Oil and Miscellaneous Issues 


have to 





I. time of peace the single 
most difficult question confront- 
ing the average investor in com- 
mon stocks is the prospective 
trend of general business activity, 
in which fluctuation of industrial 
production is the most dynamic 
factor. Individual security selec- 
tion, while always extremely im- 


dividend potentials, 


INVESTMENT—MARKET 
QUALITY 


A—High Grade 


portant, is nevertheless the secon- Aer 
dary problem. C—Medium Grade 
But in the controlled war econ- pai 
E—Low Grade 


omy toward which we are rapidly 


The letters A, B, C, D, E indicate our judgment of 
the basic investment-market quality of each security, 
based on its status in our war economy, earnings- 
vulnerability to 
finances, management, trade position, growth pros- 
pect, operating flexibility, etc. 
and 3 indicate current earnings trend. 


Stockholders today 
reckon with coming enforced cur- 
tailment of some industries which 
impinge on the defense program, 
as well as with rising taxation, 
priorities, shortages of materials, 
prospective price-control legisla- 
In this maze the formu- 


rising taxes, 


The numerals |, 2 


CURRENT EARNINGS tion, ete. 

TREND . eee 
aes lation of sound, commonsense 
—Upwar “ ° “~@ 

judgment is difficult but by no 
2—Soadty means impossible. It is to aid in 


that objective that our Mid-Year 
Security Appraisals and Forecasts, 
on following pages, are dedicated. 


3—Downward 





moving the investor’s problem is 
almost exactly reversed. There is 
no question of the level or trend of industrial produc- 
tion and aggregate business activity. Both will be as 
high as is permitted by limits of producing capacity, 
materials, labor, power and transport. This is to say 
that in any event total industrial volume will continue 


to set new records. Yet only a small minority of com- 


panies will earn record high profits and .in not a few 
instances earnings and dividends will be lower than for 
the average of the pre-war years 1935-1939. 


Use of our investment-market 
rating, in the tabulation on each issue, is explained in the 
adjoining box on this page. Selected issues which we 
recommend for safe income are denoted by a star symbol. 
Issues recommended for cyclical appreciation are marked 
Issues favored for both income and 
Timing of any 


with an asterisk. 
appreciation are marked with a dagger. 
purchases for appreciation should accord with the general 
trend advice given in our regular market analysis in the 
forepart of each issue. 

















Triangle Photo 


; purpose of this article and its 
accompanying graphs is to present a 
juick picture of the variations in 
industrial volume and profits to date 
under the diverse ramifications of 
World War II. 

In this issue it will deal with those 
industries which are covered —in 
more detailed prospect and with 
mdividual company appraisals and 
forecasts—on following pages. The 
additional leading industries will be 
similarly dissected in our issues of 
August 23 and September 6. 

To simplify the graphic compari- 
sons the charts here presented show 
volume and earning power on an 
index basis, the average of the pre- 
war years 1935-1939 being taken as 
the statistical base for all industries 
covered except railroads. In the lat- 
ter case, because the very low level 
of 1935-1939 earnings would distort 
the picture, the single year 1939 is 
taken as base. 

The profit indexes in all instances 
are based upon the reported earnings 
of a sufficiently large number of 
typical companies to be reliably rep- 
resentative of earning power trends 
of the industry. The index method 
enables readers to note at a glance 
not only the changes since the war 
began but also to compare volume 
and earnings levels with those of 
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Comparing Volume - Profit Changes 


War Atlas 
of Industry 


and 


Projections in Individual Industries Under 
America's Transition to a War Economy 


BY J. C. CLIFFORD 


more or less “normal” years before 
outbreak of war. 

Packaged foods are a conspicuous 
example of a casualty industry in 
the kind of situation now prevailing. 
Volume is relatively stable and can- 
not be expanded enough to cover 
the present and prospective increases 
in taxes and operating costs. Total 
estimated sales volume is but mod- 
erately above that prevailing in the 
months just prior to outbreak of the 
war and only about 17 per cent 
above the average of the pre-war 
years 1935-1939. The composite 
earnings index is down since the start 
of the war. It is also substantially 


under the average of 1935-1939 
figures. 
Normally characterized by stable 


volume, the dairy industry has bene- 
fitted considerably in the war period 
to date from volume gains attribut- 
able to increased consumer incomes 
and, to some extent, from Lend- 
Lease buying of manufactured items 
for Britain. Volume in manufactured 
dairy products indicates gain of 30 
per cent over the 1935-1939 average 
and of more than 20 per cent over 
the second half of 1939 in which 
period war influences were negligible. 
Due chiefly to higher taxes, profit 
gains of the industry are smaller 
than volume increase, but the cur- 


rent level of earning power is mod- 
erately above that of the second half 
of 1939 and about 17 per cent above 
the average of 1935-1939. 

Among industries benefitting in 
major degree from the armament ac- 
tivity, in terms of both volume and 
earning power, the railroads are one 
of the most conspicuous examples. 
Strong upward earnings trend to 
date reflects the large leverage pres- 
ent in railroad capitalizations and 
relative immunity to the changed 
tax factor. Car loadings index for 
second quarter was up about 33 per 
cent from 1935-1939 average and by 
almost as much from the last pre- 
war quarter of 1939. Gain for the 
third quarter over 1935-1939 average 
is estimated at about 40 per cent. 
Net operating income of the indus- 
try for the third quarter should be 
at least 98 per cent above average 
of 1935-1939 and more than 40 per 
cent above third quarter of 1939. 
Second quarter earnings gain was 
70 per cent above the 1935-1939 
average. 

In marked contrast to the rail- 
roads, the electric utilities represent 
a “war casualty” industry for rea- 
sons discussed in detail on a subse- 
quent page. Suffice it to note here 
as background for the accompanying 
chart of volume and earning power 
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that rates are rigid, operating costs 
are in high degree inflexible and 
have risen moderately and that the 
higher Federal tax schedules are an 
especially onerous burden. Volume 
for the second quarter was, of course, 
at a new all time high, about 34 per 
cent above 1935-1939 average and 
some 17 per cent above the third 
quarter of 1939. Volume gain for 
the third quarter should be around 
40 per cent over average of the pre- 
war “normal” of 1935-1939. Second 
quarter earnings composite is esti- 
mated about 18 per cent over the 
1935-1939 average. But, assuming 
relatively early passage of the pend- 
ing Federal tax bill, third quarter 
figures can be expected to reflect 
much heavier tax allowances. For 
this reason we tentatively project an 
earnings decline in this period to, or 
slightly below, the average of 1935- 
1939. 

Underlying trend of sales volume 
in the oil industry has been sharply 
higher through the war period to 
date. Second quarter gasoline con- 
sumption is estimated at about 3 
per cent above the average of 1935- 
1939. It is problematical— as dis- 
cussed in detail in our analysis of 
the industry on subsequent pages— 
how much enforced curtailment of 
consumption in the eastern seaboard 
states due to transport shortages 
will slow down the third quarter 
seasonal rise, but in any event it will 
be far above the pre-war average. 
The earnings composite is improv- 
ing, reflecting both the volume gain 
and more especially a better price 
situation. Second quarter earnings 
level was about 5 per cent above 
1935-1939 average and about 27 per 
cent above depressed level prevail- 
ing just before start of the war in 
the third quarter of 1939. For the 
third quarter we project a gain of 
about 13 per cent over average of 
1935-1939 and a much sharper per- 
centage jump over relatively low 
figure of the third quarter of last 
year. 





Our graph on the rayon industry 
shows it to be benefitting markedly, 
in volume and earning power, from 
strong basic growth trend, increased 


consumer purchasing power and de-- 


mand from the military services. 
Indicated second quarter volume was 
65 per cent above the 1935-1939 pre- 
war average and we estimate third 
(Please turn to page 482) 
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Food Companies Hit By Higher Taxes/ 





Operating Costs Also Rise, But Most 
Dividends Are Not in Early Danger 


ees food industry is being stim- 
ulated on all fronts by the arma- 
ment program, which, of course, is 
bringing large advances in public 
buying power, more particularly 
among the wage-earner classifica- 
tions. National income this year is 
expected to approximate $86,000,- 
000,000, which would compare with 
about $76,000,000,000 last year. 
Gain in real purchasing power runs 
about 13% higher than the 1937 
peak, 18% above the 1929 top and 
30% above the 1920 maximum. 

An abnormal pattern of buying 
power, however, will be created 
among the food industries by the 
fact of the wage earner being strong- 
ly favored, both as to actual money 
paid out and the direction of taxes. 
Other income classes will not fare so 
well as the heavy-industry factory 
worker. The net result is likely to 
be not only a considerable expansion 
of basic foods such as normally are 
consumed by these groups, but a 
large overflow into higher priced 
lines, such as meats, cheeses, ice 
cream, cakes and fancy canned 
goods. 

Besides better domestic demand, 
buying for military purposes is ris- 
ing rapidly, both for our army and 
for Britain. Civilian population is, 
of course, reduced as the army ex- 
pands, but it is an established fact 
that the individual in military life 
eats more than he did as a civilian, 
reflecting in many instances a more 
vigorous life. Purchases of food for 
Britain are exceeding original ex- 
pectations of a $300,000,000 to $500,- 
000,000 total in the 15 months to 
end July 1, 1942. Some officials now 
believe this aggregate will be closer 
to $750,000,000 for the period. 

Food price rises have resulted in 
part from purchasing for Britain 
under the Lend-Lease Act. Much 
of the price advance, in fact, is due 
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to Administration policy of using 
British buying deliberately to raise 
prices to farmers on the theory that 
this will stimulate production. New 
farm legislation, plus other plans of 
the farm lobby, will inevitably foree 
food prices higher. The food in- 


dustry thus faces the distinct pros- 
pect of higher raw material costs. 
Processing costs will advance, also, 





as wage and other costs rise, while 
the industry will have to contend 
with the traditional political and 
public resistance to increasing prices 
for the finished product. 

Conceding that volume sales will 
be great—higher than at any time in 
the future—there must be consid- 
ered the double squeeze of higher 
operating costs and taxes. The 
large majority of companies in the 
food industry are tax-vulnerable, 
that is, their invested capital bases 
in relation to business done are small 
and their excess profits taxes are 
large even under the average earn- 
ings option allowed by the tax au- 
thorities. Additionally, normal taxes 
affect companies in the food industry 
more than in many other industries 





because of the normal stability of 
operations. 

Despite record breaking business 
in many instances, then, profits may 
barely equal those of 1940 during the 
current year, though there will be 
exceptions in some instances, such 
as those of the meat packing com- 
panies, which are benefitted consid- 
erably by improved prices and 
sharply better demand. Bread com- 
panies may actually earn less money 
in their staple lines than in 1941, 
though the outlook for sales of fancy 
baked goods is promising, in that 
sharply advanced national income 
should increase demand for these 
ordinarily large-profit limes. Sim- 
ilarly, dairy products companies are 
likely to find their fluid milk busi- 
ness substantially less profitable 
than in 1940, with better results in 
the ice cream, butter, cheese, egg and 
related divisions. In the aggregate, 
the margin of earnings over dividend 
payments is likely to be small, and 
doubts over full continuation of divi- 
dends may be recurring throughout 
the year ahead in some cases. 

Companies deriving most of their 
profits from corn are in somewhat 
the same situation as the bread com- 
panies: volume increase definitely in 
sight but heavy costs and taxes like- 
ly to take as much or more than the 
entire addition to sales. In the in- 
stances of food packing companies, 
greater breadth of product permits 
more flexibility, but here, too, pro- 
cessing and other costs complicate 
notably profitable operation and 
only minor gains in net earnings, or 
small declines, are likely to be experi- 
enced. Generally good financial 
conditions in this field, however, 
point to stability of dividend dis- 
bursements. 

Sugar producers and refiners are 
in a relatively favcrable position, re- 

(Please turn to page 482) 
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—__ EARNED{PER SHARE Estimated Div. Invest. 
1935-39 Latest Interim 1941 Paid to Market 
Company Average 1940 1940 1941 Earnings Date Rating COMMENT 
Amer. Crystal Sugar. ... M$1.92 $2.17 NF NF $2.00-2.50 $1.50 D-1 Good outlook for domestic sugar prices and demand promise 
ee pt Dek eee increased and a small dividend advance. 
Amer. Sugar Refining... d@.22 0.65 NF NF 0.50-1.00 0.50 C-1 Regular income will imp as will investment income from 
ee ia important beet sugar interests. More dividends likely. 
Amow Gil)... 2.0... Od0.34 0.28 NF NF NE waa D-1 Smaller meat lies and larger strength 
_ prices, Payments against preferred arrears likely. ; 
Beatrice Creamery. ..... F2.47 3.19 $0.26(3) $0.74(3) 3.00-3.25 1.75 C-1 Price advances in recent months improve profit outlook, but 
= tax vulnerability may reduce ings below 1940. 
*Beech-Nut Packing... . 5.82 6.61 3.34(6) 3.57(6) 6.00-6.50 3.75 B-2 Quality food, chewing gum and candy lines record-breaking; 
. a generous dividends. likely to continue this year. 
OMNI. fo siccceyaies s ccts 1.53 1.72 NF NF 1.25-1.50 0.60 Cc-2 Although —_ are i ing and both d stic and expo 
lent, larger taxes indicates slightly ae 
™ 7 4 r profits om nny 
3 California Packing. ..... F2.37 3.26 NF NF 2.64A 0.75 Cc-2 Profit margins on new packs likely to be good and mainte- 
F ee ee eee nance of at least the $1 annual dividend seems likely. 
Cent. Aguirre Associates Jy2.74 1.64 NF NF 1.50-2.00 1.125 C-2 New Puerto Rican land authority law dampens outlook, 
: oe little change in dividends anticipated in near future. 
Ly of Cont'l Baking “A”... 1.47 1.00 d1.34(3) d0.10(3) 1.00-1.50.....  C-4  Eamings trending upward; recapitalization plan reclassifies 
‘ both the class ‘A’ & ‘'B” stocks into a single issue. 
‘ *Com Products Refg. . . . 3.10 3.11 1.40(6) 1.59(6) 2.75-3.25 2.25 B-2 Higher corn prices have impaired the competive status of 
Ness | — derivatives, but volume outlook good; div. prospect 
Ma ieee = static. 

may | Cream of Wheat........ 2.04 1.88 0.76(6) 0.72(6) 1.50-2.00 1.20 B-3 Sales volume is likely to exceed _ of 1940, but tax vul- 

r the = nerability points to small d ‘and divds. 

; i Cuban-Amer. Sugar... .. $0.49 d0.12 NF NF NE Soy D-2 Unfavorable world sugar prices = ioe of foreign mar- 

I be 7 Tuc eee kets impair prospects; early future dividends unlikely. 
such Cudahy Packing........ Cd1.60 3.29 NF NF NE ie B-1 Company's eamings continue cyclical recovery; common 

ee: Se, ; dividends precluded by on preferred stock. 

com- Fajardo Sugar.......... Jy4.76 2.40 NF NF 2.00-3.00 1.00  C-2 Land authority law in Puerto Rico clouds the outlook, but 
’ z: ere ae slightly better earnings and maintained divs. possible. 
nsid- Francisco Sugar........ JO0.13x d0.70 NF NF NE ate D-2 Though sales in U. S. will & be Ly poor world situation 

a - ts; near term divid in prosp 

nd General Baking. ....... 0.88 0.77 0.07(3) 0.03(3) 0.50-0.75 0.30  C-3 Higher raw material costs cut aa margins, $0.60 annual 
7OMm- F as : dividend rate likely to be lowered. 

ney *General Foods. ...... 2.39 2.77 1.33(6) 1.36(6) 2.30-2.70 1.00 B-2 Boom in Frosted Foods division and increased sales in other 

° lines point to high 1941 Pi ct steady. 

941, General Mills......... My4.93 6.64 NF NF NE 3.00 B-3 _ Increased processing and raw material costs are cutting profits, 

2 a but $1 quarterly dividend appears y secure. 
MNcy *Great Western Sugar... F2.45 1.38 NF NF 1.75-2.50 1.50  C-1 Leading U. S. beet sugar company, likely to enjoy larger 
that earning this year; expect no early change in div. rate. 
Guantanamo Sugar...... $0.27 d0.94 NF NF NE Aa D-2 Virtual disappearance of world markets obviates substantial 
ome ba improvement; dividends not in prospect. 

~ Hecker Products....... Je0.86 0.52 0.49(9) 0.43(9) 0.50-0.75 0.45 D-3 Earnings reduced by p ti on new beverage; 
‘ ie ee eee strong financlal conditi permits liberal divd., however. 

im- Hershey Chocolate. . ... 3.96 6.76 2.92(6) 4.36(6) 5.50-6.50 2.25 B-2 Prices of cocoa, sugar and other materials are rising, indicat- 

a il : ing lower profit margin; dividend currently safe. 
are § Holly Sugar........... M3.14 3.02 NF NF 3.00-3.50 0.50 C-1 Better earnings likely to bring continuation of dividends but 
usI- —— = on conservative basis because of working capital needs. _ 
: *International Salt... .. . 1.90 3.98 NF NF NE 1.00 B-2 Demand for industrial salt mounts, particularly by ch ! 

ible ; industry; slightly larger dividends | s likely. 

; in Libby, McNeill & Libby F0.50 1.04 0.24(4) 0.29(4) 0.73A 0.35 D-2 Current sales high and active export demand promises close 

rip to record volume; higher dividends unlikely, however. 

and | Life Savers............ 2.71 2.96 1.42(6) 1.33(6) 2.50-3.00 0.80 C-2 = This ‘growth’ company’s eamings will be retarded by high 

i ee ee ee taxes; continued liberal dividends likely, however. 

ate, Loose-Wiles.......... 1.74 1.93 0.66(6) 0.21(6) 1.50-2.00 0.75 C-2 Operating gains likely to be more than counterbalanced by 

ond ee greater taxes; $1 annual dividend appears safe. 

‘ Mead-Johnson......... 8.57 9.44 NF NF 8.00-9.00 5.50 B-2 Sales of infant and baby cereals likely to be increased by 

und Soe ae re EN ee ee ees rising birth rate; dividend secure despite sharply higher taxes. 

'vi- | Morrell, John & Co..... O2.48 5.12 NF NF NE 1.50 B-1 Reduced meat supplies, particularly ‘pork, will be offset by 

oa Sie — Scape Bieta improved prices; small increase in d 
Jut National Biscuit Co..... 1.62 1.50 0.69(6) 0.70(6) 1.25-1.50 1.60 C-3 Combination of higher Taw material costs aa ‘taxes may 
a tad a Wee a ee ae ny ee ak entail small reduction in dividend payments. 
* National Dairy Prods. . 1.70 1.66 NF NF 1.50-1.75 0.40 C-2 Prices and profit margins are better than in 1940, but taxes 
elr Se ee ee _— sears ___ will take much bigger cut; dividend prospect static. 
National Sugar Refg. . . . 0.35 d0.20 NF NF 0.25-0.75 aS C-1 Improved earnings and prospects likely to bring considera- 
lat eel ee : So ec = Sree oe ae tion of dividends later this year. 

m- *Penick & Ford........ 2.81 2.91 1.27(6) 1.95(6) 2.50-3.00 1.50 B-1 Bulk product sales reflect improved industrial activity, but 
° een ee eee ee oo eT Ee eee eS ee ie ee ___ higher taxes may y_necessitete small dividend cut. a 
In | ae 1.95 2.81 d0.20(3) 0.18(3) 2.00-3.00 0.50 c-3 Export demand and higher d tic busi ise record 
. Ba a a i a I ae a oe ee PS Ae Bn 0 ell a oni Z sales; earnings likely to support present dividend. 

ce- Pillsbury Flour......... My1.85 1.64 NF NF 1.40-1.60 0.65 C-3 Improved demand for flour, feeds, packaged cereals, etc., 

he go a a ee — Sateen 4 <>. Awtannlin tt rier Lares aa 7 augur well for sales, but full maintenance of div. dubious. 

; Purity Bakeries......... 0.96 1.49 0.37(4) 0.52(4) 1.25-1.50 0.50 C-1 _ Better profit margins particularly on cake sales, point to 

in- erenere ed eee a te atively good earnings and dividend maintenance. a 

es Quaker Oats.......... 4.53 4.36 NF NF 3.50-4.00 2.00  B-3 Sales expanded by increases in several lines, but larger 

pele ae , a peat : Ios i en ek of - culm Ta taxes are heavily absorptive; small dividend cut likely. 

its Snider Packing........ M2.00 2.37 NF NF 1.73A 0.75 C-3 _ inventories nicely geared to prospective high sales; taxes 

a eas Pte Pe tess may restrain earnings, but dividend cute. = es 
- So. Porto Rico Sugar.... $3.18 2.16 NF NF 2.00-3.00 0.65 C-2 New Puerto Rican land authorit licates the 
te vee Ya -, tk neem ee eS) ae eee __ prospect; dividends may continue at ha th rate. 

Standard Brands........ 0.79 0.71 0.17(3) 0.17(3) 0.50-0.75 0.40 C-2 ~— Relative stability of i ay be ch d by higher 

id a ae ee eee ae ee ee Oe ee a ee ee e $0.40 annual div. eppeats felrly secure, however. 

or Stokely Bros........... My1.11 0.15 NF NF NE eales D-2 Preferred arrears and the near-term uncertain eamings trend 
° Sees : a = _ _ ak Le present early future common dividends. ; 

l- Ie i ae 01.44 1.89 NF NF NE 1.20 B-1 Company benefitting from hisher public income and meat 

“ gs Ni sn on a 7 ; Pee prices; at least tenance of $1.20 dividend likely. 

a L United Biscuit......... 2.07 1.85 0.50(3) 0.47(3) 1.50-1.75 0.25 Cc-3 Squeeze on profit margin a ; from increasing material 

iT. et alae —_ ee a Costs and taxes, dividends likely to be maintained. — 

Ward Baking “A"..... d9.47 d22.14 d8.11(3) d5.95(3) NE ere D-2 Bread sales stable, but cake division prospers, large pfd. 

s- Pe Sod ne y ——— S oe arrears block payments on class A" stock. alee 

WihO8 @ Go... ccsceee 00.41 0.85 NF NF NE age C-1 Cyclical upswing in meat packing industry carries this com- 
ae _Pany's earnings upward; pI pid. an arrears may be cleared. ry 
re ape io 7 eee 















*—Recommended for lnouene. d—Deficit. ; Ee Estimated. NF—Not available. A— anne fiscal year. NE—No estimate. . “Fiscal y Genel ends Feb- 
ruary. Je—Fiscal year ends June. My—Fiscal year ends May. M-—Fiscal year ends March. O—Fiscal year ends October. 
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Rail Earnings Outlook Bright 


Settlement of Wage Demands Will 
Remove Chief Near Term Uncertainty 


; armament boom has created 
for the railroads one of the most 
prosperous periods in their long his- 
tory. Not only is the physical carry- 
ing out of defense production stim- 
ulating railroad loadings, but ocean 
shipping curtailment is causing a 
heavy increase of transcontinental 
and coastal railroad traffic, with the 
full impact of the armament pro- 
gram’s production phase yet to ma- 
terialize. There are, of course, a 
number of factors which moderate 
the boom as it is reflected in net 
income, although this still is rela- 


tively phenomenal in many _in- 
stances. 
Maintenance expenditures _ this 


year are the heaviest in years; the 
railroads alone, in fact, would spend 
enough to keep the equipment com- 
panies (which also are glutted with 
armament orders in many instances) 
busy for months. With present 
freight cars around 1,700,000, the 
railroads have added about 190,000 
new and rebuilt cars to their supply 
since war started in Europe. They 
also are looking ahead to the traffic 
problems of next year and have em- 
barked on a program which provides 
for 120,000 additional cars. Loco- 
motives are being ordered in similar 
proportion, while maintenance of 
lines has been stepped up consider- 
ably, also. This naturally consumes 
a good part of enlarged revenues be- 
fore they get down to net income. 
Another contributor to greater ex- 
penses is labor costs, which are cer- 
tain to be raised considerably this 
year, in spite of the fact that 1940 
witnessed the highest per-hour wage 
rate in railroad history. Not only 
are vacations with pay requested, 
but the powerful railroad unions are 
asking a 30% rise in basic wages, 
which by itself would lift the annual 
wage bill by over $200,000,000, com- 
pared with net income last year of 


458 


$191,000,000 for all roads. This re- 
quest, however, is only an_ initial 
bargaining maneuver, with only a 
portion of the demand likely to be 
granted. 

Apparently, then, there are many 
drawbacks to expanding net income 
this year, but (not in common with 
many industries) taxes are only a 
minor problem. Railroads as a 
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whole have a low vulnerability to 
excess profits taxes on the basis of 
the current law. Should excess 
profits taxes, for example, be con- 
fined to the invested capital base, 
as some Government authorities 
wish it, railroads would as a general 
rule still be favored, since it is in 
the invested capital base that the 
immunity to these taxes is great. 
Another favorable feature centers 
on operating efficiency. This has 
been increasing steadily over a long 
period of time, as shown in freight 
car capacities, average number of 
cars per train, average speed of 
trains, locomotive tractive power, 
skill in loading and unloading and 
numerous Other gauges. During the 
current year, even, the ratio of ex- 





penses to revenues dropped in the 
first half about 8% under that in 
late 1940. The transportation ratio, 
too, showed a substantial decline in 
reflection of growing efficiency. 

Though first half earnings are not 
fully indicative of what the railroads 
will show for the full year (since 
the 1941 tax act has not yet been 
passed and many deductions for 
taxes are purely tentative, while 
wages also are scheduled to be 
raised), it is significant that rail- 
roads which to date have reported 
for the first half show approximately 
a 150% gain in net income over the 
similar period of 1940. Some in- 
dividual roads show far larger gains 
than this, such roads in the main 
being of the more marginal type. 
As we indicate in the accompany- 
ing tabulation, the earnings of some 
railroads this year will be little short 
of phenomenal, including such lines 
as Southern. Pacific, Southern Rail- 
way, Illinois Central, Nickel Plate, 
New York Central, Santa Fe, Atlan- 
tic Coast Line and others. 

In some degree, however, the com- 
parison of earnings with those of pre- 
ceding years is a bit misleading, be- 
cause of the exceptionally high earn- 
ings leverage which arises from huge 
funded debt. Thus, while fixed 
charges are earned by only a little 
more margin, tremendous percentage 
jumps appear in common share earn- 
ings. This extreme volatility stamps 
the majority of railroad stocks as 
highly speculative. Some of the 
more stable earners, including such 
coal lines as Chesapeake & Ohio, 
Norfolk & Western and the Virginian 
Railway, will make a far less im- 
pressive comparison than the mar- 
ginal lines. As a matter of fact, the 
stable roads, which uniformly are 
much more tax-vulnerable than the 
borderline roads, may show only 
minor increases in earnings this year 
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over 1940, with even a small decline 
possible in some cases, after taxes. 
With financial condition by far 
the best in a number of years (net 
working capital rose over $200,000,- 
000 last year and cash about $125,- 


000,000), dividend disbursements in 
the aggregate should substantially 
exceed those of 1940. Last year they 
advanced to $%159,000,000, from 
$136,000,000 in 1939. Even more 
outstanding, however, will be the 


progress toward simplification of 
debt, including payment of RFC 
loans, bank loans, and short term 
debt. In this way many railroads will 
fortify themselves against lean days 
when the armament boom fades. 
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be meen EARNED PER iy pte — te ont Sesrent 
E - atest Interim aid to a t 
= Company Averase 1940 19 Earnings Date Rating COMMENT 
¢ Atchison, T.&S.F..... $1.06 $2.69 (5) $1.13(5) $3.00-4.00 $1.00 C-1 Though management is conservative regarding dividends, 
_ _ much higher earnings will permit further 1940 payments. 
A *Atlentic Coast Line. ... 0.18 2.21 (5) 5.73(5) NE C-1 Income from large L. & N. holdings augments rising operat- 
ee ee es = ing earnings; dividend payment likely this year. 
Eetinere hie... ... 42.02 1.25 d$1.05(3) 1.12(3) 3.00-4.00 E-1 _ Important beneficiary from heavy industry boom, but cannot 
ee a ee pay dividends because of large prior charges. 
Bangor & Aroostook.... 2.62 d0.46 2.14(6) 3.26(6) NE D-1 Earnings staging k alter protracted slump, prospect 
= still too clouded to assure div. ti 
Canadian Pacific....... 0.03 1.13 NF NF 1.25-2.00 C-1 Great amount of debt due in coming years, as well as wage 
a negotiations, make dividend resumption doubtful. 
Central R. R. of N.J.... 10.37 d11.39 d2.69(3) d2.26(3) NE E-1 Earnings mount sharply, but no reorganization likely to be 
a = completed in the near future. 
Chesapeake & Ohio. .. . 4.05 4.31 2.01(6) 1.95(6) 4.00-4.75 2.25 B-1 Regular quarterly dividend of 75 cents likely to be main- 
Saenger daeidesadlans ass ieaieeiieiaii tained, though taxes may cause small reduction in extra. 
Colorado & Southern.... 3.90 d6.62 d1.88(3) d1.14(3) NE E-1 Heavy activity in Colorado Fuel & Iron plants raise loadings 
i aS 9 oe. and profits; ultimate recapitalization possible. 
Delaware & Hudson Co d0.41 0.97 0.43(3) 1.34(3) 2.00-3.50 D-1 Though earnings are improving sharply, large debt maturi- 
a _ ark ties in next two years obviate common dividends. 
Del., Lack. & West..... 1.00 _ , eres 0.79(5) NE E-1 PR rtant to this road—likely to rise 
—- = as —_— a materially, but dnidends unlikely despite good earnings. 
suai 43.19 41.68 d2.56(4) 0.54(4) NE E-1 Reorganization is likely to be completed later this year; 
ee impressive gains in traffic and earnings being ma 
*Great Northern, Pfd. 3.09 4000; = ovenrs 0.40(5) 5.00-7.00 1.00 C-1 lron ore traffic is record-breaking and grain traffic prospect 
$$ $$ _ tN _ good; increased earnings and dividends are likely. 
Illinois Central... ...... d1.34 0.13 def.(6) 3.50(6) NE D-1 Traffic has responded favorably to defense program stimulus, 
ee ee See cae but heavy RFC loans obstruct early dividend payments. 
Kansas City Southern.... 1.72 0.57 0.07(5) 0.71(5) NE 1.00 D-1 Heavy coal and other traffic bringing materially improved 
gs; larger p d dividends may be considered 
— —_—_—__—___— oan Si nee es before common, 
Lehigh Valley......... 0.79 d0.25 d0.65(4) 0. 68(4) NE E-1 Senior claims imposed by the debt eiatant plan obstruct 
a _ _ dividends in spite of y hig 
Louisville & Nashville... 5.29 8.15 2.45(5) 4.85(5) 10.00-12.00 2.00 B-1 Industrialized Great Lakes and other regions served likely to 
ee oe ee eee permit sharp earnings advance and larger dividends. 
Miss, Kans., Tex....... 8.61 d9.28 d3. 57(4) d2.76(4) NE D-1 posse grain movement and defense program activity in area 
——. ae ae ee “ serve igher i ivs, not i t however. 
"New York Central. . . .. 0.06 LD {oe 1.39(5) 2.50-3.50 C-1 Business is booming for this natural b ficiary of the def 
prea naieaa en a ee = 7 program, but debt progress preclude div. payments. 
"N.Y, C. & StL... 1.57 4.29 d(6) 9.43(6) NE C-1 Debt maturity likely to be met satisfactorily. Large pfd. 
ar:ears prevent common divd. payments despite soaring earn- 
eee ee ee a foe ese — oni oo ings. aes 
Norfolk & Western..... 19.26 22.00 10.66(6) 9.62(6) 20.00-24.00 7.50 A-1 Comings teed from the wer strike period has been im- 
pressive, making likely continuation of $10 div. rate and 
on : : ee £2 es : extra. 
Northern Pacific....... dO.15 0.83 d0.85(4) d0.29(4) 1.00-2.00 C-1 Lumber and grain traffic prospects inpressive. Immediate 
a : _ : _ ee dividends unlikely, however, despite large earnings gains. 
Pennsylvania.......... 2.02 3.51 0. 76(5) 1.03(5) 4.00-5.00 1.00 B-1 Boom in heavy industries likely to p te both 
$A eee : ee ___and dividends of this huge railroad system, 
Pore Marquette. Pepe aa 43.95 0.16 0.51(6) 2.75(6) NE D-1 High rate of activity in Great Lakes area stimulates traffic 
and earnings sharply; heavy pfd. arrears obviate common 
= a a as - . payments. ae eee ia 
Reading. ............ 1.97 2.59 0.49(5) 1.73(5) 3.00-4.00 0.75 C-1 Another prospering “‘coal’’ and heavy industry road, the 
Reading faces better earnings and may pay somewhat greater 
: = ae ee seen = dividends. _ pan 
“Souther Pacific 0.90 2.47 d1.55(5) 2.44(5) 3.00-4.CO D-1 = Serious shortage of ships has helped ‘to greatly stimulate 
road's traffic and earnings; finances not strong enough to 
_ permit early dividends. _ 
"Southern Ry....... 0.83 3.35 d(5) 3.48(5) 4.00-5.00 D-1 War boom in this railroad’s territory promises o elece to scceed 
F ae ee —= earnings; finances preclude early common dividend. 
Union Pacific...... 6.85 6.96 0.37(5) 0.77(5) 7.00-8.00 4.50 B-1 Although the traffic outlook is promising, little change in 
sstiiinaeie : Ear e : earnings and no change in dividends are expected. | - 
Western Maryland d0.34 1.15 0.20(6) 0.87(6) 1.50-2.50 C-1 War economy permits large traffic gains, with earnings run- 
ning at record rate. Pid. arrears obviate early common 
os ; = payments, 
*—Recommended for cyclical appreciation. d—Deficit. NE—No estimate. NF—Not available. ; . 
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Utilities Face Decline in Earnings 


Higher Operating Costs and Taxes 
Can Not Be Readily Absorbed 


‘ee utility industry is one of the 
best examples of the present-day tax 
casualty. Squeezed as it is between 
rising fuel, material and labor costs 
and fixed rates (excepting industrial 
power rates), utility companies are 
severely affected by high taxes. 
Indicative of this sharp squeeze are 
earnings reports for the first half, 
which show in the aggregate virtu- 
ally no change in net income from 
the corresponding period of 1940, 
even though volume sales were con- 
siderably larger. In many instances, 
too, only slightly larger provisions 
for taxes were made, so that the 
cumulative earnings record will be- 
come less favorable as greater pro- 
visions for taxes are made. 

Volume records by the most im- 
portant division of the utility indus- 
try (electricity) will be established 
with ease. This forecast is all the 
more significant when it is realized 
that the electric power industry is 
relatively young, and that it has 
been making annual records with but 
few interruptions for the past 15 
years. Expenditures during the pres- 
ent year for further expansion may 
top three-quarters of a billion dol- 
lars, with several billions more al- 
ready scheduled to be spent in the 
next few years. This is for private 
utilities alone. Unfortunately for the 
unhampered operation of these utili- 
ties, the Government is headed for 
considerable additional expansion on 
its own, including, among other proj- 
ects, the gigantic St. Lawrence 
Waterway. Federal power projects 
have given new stimulus to munici- 
pal ownership, as shown in the ex- 
tensive municipalization of the state 
of Tennessee and trends in the 
Pacific Northwest. 

The majority of the industry’s 
troubles, however, excluding such 
individual headaches as might be 
caused by the SE C’s crackdown on 
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holding companies and the pressing 
of the extremely complex integration 
program, are dwarfed by the ques- 
tion of taxes. Through strict regula- 
tion, utilities are practically pro- 
hibited from advancing rates, except 
in certain industrial power contracts, 
and they accordingly have no escape 
from higher taxes and rising costs. 
In the past year, the industry was 


1h 
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fortunate enough to avoid large ex- 
cess profits taxes because of its high 
invested capital base, but this year 
it is possible that excess profits tax 
schedules will be so revised as to 
affect a much larger percentage of 
existing utility companies. 

Under some of the tentative pro- 
posals, for example, the larger utility 
corporations would find an allowance 
of only 4 per cent on all above 
$20,000,000 of their invested capital, 
and under the alternative way of 
obtaining credit, an allowance of 
only 75 per cent of the average earn- 
ings base period 1936-39. With an 
invested capital of $100,000,000, the 
suggested sliding scale would permit 
an excess profits tax credit of $3,395,- 
000, compared with a credit under 


the 1940 law of approximately $8,- 
000,000. From present indications, 
then, the decline in net income for 
the huge electric utility industry 
may run from 5 per cent to more 
than 10 per cent under net income 
for 1940, depending on the severity 
of the tax rates, which have not vet 
been fully decided upon. 

Prospective decreases in_ profits 
of the industry will considerably 
broaden the difficulties of the hold- 
ing companies, with the effect likely 
to be magnified through high capi- 
talization leverage. Changes in 
methods of figuring depreciation 
computed for dividend purposes 
(now lower than depreciation com- 
puted for income tax purposes) 
likewise might make for smaller divi- 
dends. Nevertheless, with integra- 
tion moving along—even though 
slowly —the potential liquidating 
values of holding company securities 
may assume greater relative impor- 
tance than income. 

The telephone and telegraph in- 
dustry — another important utility 
division— is likewise experiencing 
high sales, though somewhat better 
situated as to profits. In fact, unless 
excess profits taxes are more severe 
than now anticipated, it is possible 
that enough additional gross may 
materialize this year to offset most 
of the larger costs and taxes. In this 
event, income would in sum total be 
only a little under that of 1940, with 
most dividends likely to continue 
liberal. Another utility division— 
natural gas—will reflect exceptional 
volume gains resulting not only from 
a sharp normal growth but unusual 
defense-program impetus because of 
its tie-in with heavy industries. A 
number of companies in this division, 
however, are especially vulnerable 
to taxes, so that gross revenue rises 
may be sharply tempered by total 
operating costs. Earnings and divi- 
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dends approximating those of 1940, 
however, are likely. 

Manufactured gas companies, sell- 
ing mostly to the residential trade, 
are likely to experience much less of 
a fillip from the defense program, 


and it is unlikely that they will be 
able to expand their earnings suffi- 
ciently to counterbalance higher 
costs and taxes. The traction indus- 
try also is not advantageously sit- 
uated to offset rising costs, which in 





some instances are particularly large 
because of the great labor factor 
involved. For this industry too, 
then, lower earnings this year than 
in 1940—and possibly somewhat 
smaller dividends—are in prospect. 














Position of Utility Stocks 



































































































































































































































1935-39 EARNED PER As, 7” Rodenoted pay fovest. a ef 
- atest Interim 4 id t t 
__Somnene verage 1940 40 1941 Earnings Date Rating COMMENT 
American & For. Pwr... d$9.29 d$8.88 d d NE E-2 _ Tightness of forei in exchange hampers free flow of funds to 
ia parent company, bet further dividends likely on senior stock. 
mer. Gas & Elec... . 2.28 3.00 $2.92(12-5) $92.90(12-5) $2.50-2.90 $1.00 B-3 Service territory reflecting armament boom, but tax vulner- 
*A Lt —_ = ability may necessitate reduction of extra dividends. 
mer. Lt, & Tract... 1.55 1.84 1.69(12-3) 1.79(12-3) 1.50-1.75 0.90 C-2 Current dividend rate of $1.20 annually likely to be earned 
Poses se 7 despite heavy taxes; stock sells under its liquidating value. 
mer. Pwr, & Lt... |, 0.10 0.64 0.81(12-4) —0.55(12-4) 0.40-0.60 D-3 Smaller earnings j di tinued three-quarter pay- 
mente on the preferred stocks; payments may be cut to one- 
ee alf, 
© ¥ =r 
Amer. Tel. & Tel... .. 9.05 11.26 4.87(6) 5.25(6) 9.00-11.00 6.75 A-2 Volume business close to record, but heavy taxes likely to 
pe Wat bring 1941 net under 1940; dividends are secure, however. 
mer. Water Works.... 1.06 1.21 0.33(3) 0.28(3) 0.75-1.00 C-3 Construction program will retard subsidiary payments to 
Brooklyn U, See eee parent company; dividends on common are not imminent 
ene ee ae... 2.78 2.42 NF NF 1.75-2.25 C-3 Rising fuel and labor costs, as well as increased taxes will 
Columbi bring lower earnings; early dividend tesumption unlikely. 
olumbia Gas & Elec... 0.46 0.52 0.49(3) 0.31(3) 0.25-0.40 0.10 C-3 Dividend possibilities on common dimmed by declining 
¥*C 2S "ae earnings and heavy charges prior to the common stock. 
ommonwealth Edison. 1.98 2.32 0.75(3) 0.73(3) 1.90-2.00 1.35 B-3 Although taxes and higher expenses are likely to reduce 
Cea’ Ith ee earnings for 1941 below 1940, dividends may be unchanged 
om Wealth & Southern... 0.11 0.14 0.08(4) 0.10(4) 0.15-0.25 D-2 Savings of about 9 cents a share will materialize for common 
‘Gmail dated Edi an through elimination of funded debt; ivs. remote. 
iene 2.17 2.23 0.77(3) 0.75(3) 1.80-2.00 1.00 B-3 — Senate-proposed taxes would be likely to cut 1941 net be- 
low that of 1940, with ible small reduction on 
a ; G — ee ee - dividends. 
ons. Gas, Balt...... 4.51 4.41 2.15(5) 1.98(5) 3.80-4.10 2.70 B-3 Vital defense area served indicates record volume, but’ all 
gains will be absorbed by higher taxes; dividend prospect 
a static. 
ii. 
NR san, 1.50 1.69 EA = LTGR-O) 14R8OS «5b « Lenet gale ly Wy Benue ae industry 
served, but relatively good earnings and maintained divi- 
Fl Seas ey = pease dends expected. 
ee. Sond & Share... 0.23 0.29 0.02(3) 0.11(3) NE D-2 Preferred dividends likely to be maintained but 
Elee Po - dividends are remote; ultimate liquidation of holdings likely. 
ec. Power & Light.... 0.06 0.15E 0.59(3) 0.39(3) NE D-3 Bond refundings of subsidiary ies would improve 
Selahes cr ape ings and permit increasing preferred dividends. 
ederal Lt. & Tract... 2.31 2.02 0.84(3) 0.67(3) 1.60-2.00 1.75 C-3 Some penne > me has resulted from sale of properties; 
— 'u ivi en 4 st fed 
Intl, 
at Tol OTel......... 0.90 NF NF NF NE D-3 Asa prime war casualty, with income from its major manu- 
ion 3 ee eae facturing subsidiary cut off, company cannot pay dividends, 
One Star Gas..... 1. 0.96 147 0.83(3) 0.80(3) 0.90-1.10 0.20 E-2 Volume i will be llent but high costs and 
taxes likely to cut net income; dividend probably will be 
Long Island Lightine —____. = = _ continued, 
ighting... . 0.02 d0.09 d0.05(3) 0.01(3) NE oe -3 Needs for building p , as Well as latory rtai 
Kin Gace eee ees ties, preclude near-term resumption of dividends on pfds. 
eG.&E“A" 9.44 2.34 1.70(12-4) —1.81(12-4) 1.75-2.10 0.75 Baa Rate reductions and increased taxes may be partly offset by 
*National Pwr. &@ Le a : x subsidiary refunding; common dividends relatively secure. 
nal Pwr. & Lt... 1.12 1,32 0.32(3) 0.35(3) 0.90-1.25 0.45 Cc-2 Company may approximately earn its $1 per share annual 
Niagara-Hudson Pua az a b= a ____ dividend this year; stock has favorable liquidating value. 
UGION EWE. 0.61 0.66 0.19(3) 0.26(3) 0.50-0.75 C-2 St. Lawrence Waterway major threat to this company; cur- 
North Ameilean Coo ss _stently revenues are gaining and dividend payment is likely. 
Merican Co... . 1.72 1.92 0.51(3) 0.58(3) 1.60-2.00 C-2 Dividends to be paid in participating units in the common 
stock of the Washington Railway & Electric Co.; prospects 
Pacific Gas & Elee..— >. [> ae er eae favorable. 
eC...... 2.54 2.68 2.89(12-3) 2.54(12-3) 2.00-2.50 1.50 C-3 Despite boom in area served, earnings will be smaller than in 
*Pacific Lighting — a s ____ 1940 because of greater costs and taxes. Div. Prospect static. 
¢ Lighting...... 4.02 3.13 2.89(12-3) 3.32(12-3) 3.00-3.25 2.25 C-2 Improved earnings may permit full continuation of dividends, 
Peoples G. L i nate eta though taxes will absorb much of the volume gains, 
PlesG.,L.&C..... 3.00 4.63 2.10(3) 2.52(3) 4.00-5.00 4.00 Cc-2 Earnings likely to hold around 1940 levels with regular com- 
Public Service of NJ > ae mon dividends and pessibly a year-end extra in prospect. 
¢ Service of N, J... 2.62 2.46 2.88(12-2) 2.46(12-2) 2.00-2.40 1.10 Cc-3 Heavy rise in tax rates may entail another reduction in divi- 
“*Southem Calif. Edison ee dends which already have been pared to 55 cents quarterly. 
uthern Calif. Edison 2:45 2.30 0.93(6) 0.99(6) 2.00-2.50 1.375 C-2 Important defense area served creates expanding orofits; 
“Standard Gav & Elee—— a a ee a ae likely that regular 50 cent dividend will be undisturbed. 
jas ec.... 1.58 do.75 NF NE ate E-2 Compliance with Utility Act will bring a number of steps to- 
(Mis... a2 ward integrati System liquidati rontinuc 
as Corp....... d0.24 d0.49 NF NE ape E-3 Large arrears on first and second preferred gradually being 
thited Ga lao reduced, but ultimate recapitalization is likely. 
ited Gas Imp........ 1.06 1.04 0.27(3) 0.29(3) 0.75-1.00 0.60 C-2 Parts of company have been liquidat d; it is ible that a 
slight additional reduction in dividends will be considered 
United Lt. & Pwr. "A", 9:46 OS vem. 
\ . ee 0.46 48 0.45(48-3) —0-4719-3) 0.40-6.50 ag et of stocks may result from liquidation plan current 
Weaeaminz dividends are precluded by heavy prior funded debt. 
ester Union...... 2.97 3.46 0.89(5) 2.91(5) NE 1.00  C-1 Ph z ed, but 








I rate of ings gains may be decelerated, but 
higher income and dividends indicated over medium term. 
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E—Estimated. (3) (6)—For 3 or 6 months. (12-3), (12-4), (12-5), 








(12-6)—Twelve months ended 3rd, 4th, 5th or 6th 


for appreciation on potential liquidating values. 
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Tobacco Industry a Tax Casualty 
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e 7 e e 
Trade Will Be Hit by Higher Excise, | 
Es Amer. 
Normal and Excess Profits Taxes = 
| a 
C : Amer. 
IGARETTE sales continue to estab- being exceeded now only by the vance in the price of a five-cent cigar Sow. 
lish new records, and indications liquor industry. A good part of the to six cents would automatically 
i are that sales this year may approxi- __ tax increase will be passed along, but place this cigar in the next higher ory 
mate 200,000,000,000, a new high. perhaps not all of it, and the indus- _ tax bracket, while competition from 
. Tobacco costs are smaller for 1941, try will be hit from coming larger lower-priced cigars which might be [| Amer. 
though these tend to average out, corporate income taxes and higher brought up to the convenient five. |) jay 
in line with the industry’s method — excess profits taxes. The net result cent level would increase consider- [| 
of figuring tobacco costs over a_ will be a familiar story among the ably. The likelihood in this division Atlas 
| three-year period. Prices have been — relatively stable industries: sales up is moderately smaller earnings in aa 
relatively low for several years now, toa new record but enlarged operat- the aggregate, with dividends little 
| however, so that it is possible costs ing costs and taxes absorbing more changed from those of 1940. Bigelo 
may be about 8 per cent under those — than the increased revenues thus ob- Manufactured tobacco, comprising 
of 1940. On the other hand, the tained. In some instances, this sit- tobacco for pipes, cigarette-rolling Bristol. 
industry is faced with a possible uation may necessitate small divi- and chewing, faces a _ potential pes 
23 per cent rise in Federal excise dend reductions. doubling of excise taxes, which prob- tae 
taxes, while states also are casting Cigar companies in some cases ably would be passed on virtually in | 
their eyes on the cigarette industry are in even more of an unfavorable — entirety. Move to roll-your-own cig- sane 
as a source of more revenue. position, since the tax increases  arettes likewise will make progress. Canier 
The industry for years has been which are forthcoming cannot be Final result for 1941 should be an Telanc 
one of the biggest income producers passed on conveniently to the con- earnings level about even with that Geox 
- ‘ m| 
of the Bureau of Internal Revenue, sumer. As a matter of fact, an ad- of 1940. 
Chicas 
Chicas 
ese + 
Position of Leading Tobaccos ae 
EARNED PER SHARE Estimated Div. Invest. itt ass _ 
1935-39 atest Interim 1941 Paid to Market 
Company Average 1940 1 Earnings Date Rating COMMENT Colt’s 
American Snuff........ $3.22 $2.67 NF NF $2.50-2.75 $2.50 B-2 Taxes will cause lower earnings this year than in 1940, but 
dividends likely to be maintained at 1940 rate. Si 
= olum 
American Tobacco ‘'B"’. 4.67 5.59 NF NF 4.00-5.00 2.50 B-2 Larger sales are certain, though tax vulnerability will result in 
decreased earnings, dividend prospect is static. Comm 
Bayuk Cigars.......... 2.76 4.79 $2.16(6) $1.93(6) 3.00-4.00 0.375 C-3 | d operating and taxes point to lower earn- 
ings, but generous dividends likely to continue. Caan 
Consolidated Cigar. .... 0.52 2.27 NF NF 1.00-2.00 Ronee C-3 Profits will be restricted by higher taxes, but not enough to ——— 
prevent dividend payments as large as in 1940. tCont 
General Cigar.......... 2.49 2.16 0.41(3) 0.44(3) 2.00-3.00 0.50 C-2 Company's brands in strong sales uptrend, though taxes will Contir 
retard profit rise; small dividend increase possible. 
i ee 6.31 5.15 NF NF 4.00-5.00 5.75 B-2 Higher operating costs and taxes dampen the earnings out- Crown 
look, but little change in dividend likely. 
Liggett & Myers 'B"’... 6.15 6.02 NF NF 5.00-6.00 2.00 B-2 Although earnings are likely to decline under 1940 levels, Crown 
full dividend rate is likely to be continued. 
Se 1.53 1.69 NF NF 1.25-1.50 0.60 B-2 Excess profits and larger normal taxes will cause reduction in Diame 
1941 earnings; unchanged dividends expected. ne 
Philip Morris.......... M6.31 8.14 NF NF 7.50-8.00 4.25 C-2 Rate of expansion of English blend sales slowing down; Dixie 
promotion costs restrain possible dividend increase. Dochi 
Reynolds Tobacco ‘'B".. 2.61 2.55 NF NF 2.00-2.50 1.50 B-2 Higher operating costs and tax vulnerability cause lower eon 
earnings; dividends will continue at reduced rate. TDres: 
U. S. Tobacco......... 1.91 2.08 NF NF 1.50-2.00 0.64 B-2 Lack of non-recurring profits this year and higher expenses Eastm 
Universal Leaf......... 57.47 7.07 NF NF 6.00-7.00 3.00 C-2 Large foreign business severely curtailed but partly offset Elec 
in South America; little change in dividends likely. -_ 
—_— ————————— — Se i Oo a a nae ne nT TOS *End 
M—Year ending following March. J—Year ends June. E—Estimated. _NF—Not available. =—= 
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Position of Miscellaneous Companies 















































































































































































































































EARNED PER SHARE Estimated Div. Invest. 
1935-39 Latest Interim 941 Paid to Market 
Company Average 1940 40 1 Earnings ate Rating COMMENT 

Abbott Laboratories.... $2.23 $2.89 $1.19(3) $1.38(3) $2.40-3.00 $1.00 B-2 New high demand for company’s products will be offset by 
higher taxes; continued $0.50 quarterly dividends likely 
however. 

American Can......... 5.66 5.88 NF NF 4.75-5.50 3.00 A-3 Tin shortage not likely to have immediate adverse effect; 
tax eo points to small earnings drop, but dividends 
may 

Amer. Chain & Cable... 1.99 2.75 NF NF 3.00-4.00 0.80 C-1 Shipbuilding and ones armament boom favors substantially 

larger dividends than in 1940 also likely. 

American Chicle....... 7.50 8.42 4.36(6) 4.16(6) 7.00-8.00 3.00 A-3 Shortage of shipping hurts raw material prospect, and higher 
taxes are likely to reduce income; only minor dividend 
change, however, may made. 

Amer. Hawaiian S, S. . . 0.82 7.87 2.11(3) 1.77(3) NE 2.00 C-3 Dynamic shipping situation induced by ises wide 
earnings operations; anticipate larger "dividends this year 

Sas than in 1940. 

Amer. Hide & Leather Jd0.33 0.23 0.35(9-3) 0.01(9-3)  0.10-0.25 D-3 Pr-fit margins still low, but give recent evidence of improve- 
ment, though insufficiently to warrant early common divs. 

Amer. Home Prods... . . 3.85 5.32 1.53(3) 1.53(3) 4.00-5.00 1.60 B-2 Volume sales of all company's brands are rising but high ex- 
cess and normal taxes will bring small earnings and dividend 
decrease. 

Amon. lee CO... 00005, d1.38 d2.37 def.(6) def.(6) NE D-2 High depreciation por oe permit strong financial condition; 
company gradually reducing outstanding preferred through 
open market Purchases. 

Amer. Safety Razor... . 2.12 0.73 0.26(3) 0.15(3) NE 0.25 D-3 U lly kee titi es earnings expansion diffi- 
cult; company likely to pay = dividends than in 19 

Amer. Type Founders... M0.11 0.16 NF NF 0.53A C-1 Defense contracts, as well as better demand for panting 
equipment, improve earnings, small initial dividend may be 

a eS ee eee consider 

ae 0.74 1.41 0.56(6) 0.95(6) 1.25-1.75 0.30 D-1 Demand i caps, rivets and tacks improved by industrial 
boom; further small dividends are likely to be disbursed. 

*Bath Iron Works....... 0.64 4.90 NF NF 5.00-6.00 0.25 C-1 vee unfilled orders for destroyers ai qoute $200,000,- 
- te advanced earnings and somewhat increased dividends 

—— ike 

Bigelow-Sanford....... 1.63 6.11 NF 1.43(3) NE 2.00 C-2 Improved public buying power increases replacement de- 
mand for rugs; little change in dividends from 1940 rate is 

——— — indicated. 

Bristol-Myers.......... 3.30 3.73 1.13(3) 1.29(3) 3.00-3.75 1.20  B-2 Basic trend of i ti upward but high 

i taxes for 1941 will wrsie i div. stability likely. 

*Brown Shoe.......... ©2.63 2.02 1.01(6) 2.25(6) 2.75-3.50 1.00 C-1 Military and civilian d d rises as def boom progres- 

ans enero =~ 7 ses; dividends in 1941 likely to exceed those of last year. 

Cones DIY... 05s 0 0s $1.00 1.63 0.69(6) 1.16(6) 1.50-2.00 0.30 C-1 Improved earnings trend likely to be moderated by high tax- 

: a asl Na. date as es; further conservative dividends likely to be paid this year. 

Cannon Mills.......... 3.17 3.88 NF NF 3.00-3.75 1.00 C-2 Strong demand for towels and other company products raise 

sales, but taxes restrain earnings rise; div. prospect static. 
Cater Corp. .... 0 os. d0.36 1.35 NF NF NE C-1 Air conditioning boom arises from record- wader building 

program; small initial dividend may be consides this yout, 
Celanese’Corp......... 2.00 3.39 1.64(3) 0.84(3) 2.00-3.00 1.00  C-3 Though vis ding and are a 

taxes restrict income; little pm in iCidends po sere 

Champion:Paper_& Fibre Ap1.39 2.25 NF NF 2.00-2.50 0.75 C-2 Excellent paper d keeps company at capacity, includ- 

rg paper mill; 1941 dividends likely to top those of 
Chicago Flexible Sheft. . 6.92 8.33 1.76(3)  —«-2.12(3) +~=——-8.00-9.00 3.00 C-2 Household equipment division may decline through prior- 
my ities, but big year is indicated; stable dividend anticipated. 
Chicago, Yellow Cab... . 0.79 1.04 0.26(3) 0.43(3) 1,25-1.75 0.50 C-1 Large backlogs assures high shipments and improved eam- 
____ings, but dividends may be app 
Coca-Cola... 5. ccc es 5.33 6.77 1.39(3) 1.49(3) 6.00-7.00 1.50 B-2 High operating expenses and taxes cut into earnings, but 
substantial income margin over dividend needs indicated. 
Colgate-Palmolive-Peet. . 1.34 1.72 NF NF 1.25-1.75 0.375 C-3 Record public purchasing power assures good volume, but 
cone likely to cut 1941 net below 1940; dividend prospect 
a = stable. 
Colt's Patent Fire Arms. . 5.06 9.53 NF NF NE 2.00 C-1 Armament demand will ~— company at capacity for some 
time, but y is ta ; dividends may be 
—— little changed. 
Columb, B'cast. ‘A & B" 2.28 2.80 0.75(3) 0.87(3) 2.50-3.00 0.90 C-2 Time sales this year likely to reach new record, but we an- 
ia ba ae ticipate little changed earnings or dividend rate. 
Commercial Credit...... 4.68 4.23 1.01(3) 1.09(3) 3.75-4.50 0.75 B-2 Possible curtail t of auto production and other instalment: 
oo ga products detracts from cma and dividend out- 
oes - looks. 
Comm'! Invest. Trust... . 5.35 4.35 0.96(3) 1.17(3) 3.75-4.50 1.00 B-2 Earnings later this year and possible dividends may be some- 
<r panes ; what affected by priorities and smaller buying on credit. 
{Container Corp........ 1.61 2.85 1.20(6) 1.49(6) 2.50-3.00 0.50 C-2 Company likely to benefit from priority difficulties for metal 
nh oo. Le containers; small dividend increase over 1940 anticipated. 
Continental Can........ M3.06 2.80 NF NF 2.83A 1.00 B-3 Even though immediate earnings may be impressive, future 
a = ee Pe ~ ____income may be cut by tenes and raw material difficulties. 
Crown Cork & Seal. .... 2.80 3.90 0.54(3) 0.77(3) 3.50-4.00 0.25 B-2 Closure b Ilent and defense busi- 
— helps earnings, 1941 dividends likely to top those of 
Crown Zellerbach.... .. Apt.14 2.42 — NF NE “2.75A (0.75. +~C-3 + Demand for y's product: excellent; profit 
margins shrink from higher operating costs and taxes. Little 
—— : oak __________sdividend change likely. 7 
Diamond Match 1.64 1.51 0.40(3) 0.39(3) 1.10-1.40 0.75 B-3 Sales are likely to continue at high, but declining profit mar- 
=a Bie gins and high taxes jeopardize full dividend continuation. 
Dixie Vortex Co....... 1.80 1.84 2.03(12-3) 1.95(12-3) 1.50-1.85 0.25 C-3 Aside from substantially increased taxes, little change is 
a ee phere Pe cat ‘ Sven likely to be reflected in this year's earnings or dividends. _ 
Doehler Die Casting... . 2.33 3.68 2.12(6) 2.49(6) 3.00-4.00 0.50 C-1 Though casting for automotive industry will decline, general 
a e Sut sey sh 5h a OD, __ industrial demand will improve; dividend outlook favorable. 
{Dresser Mfg. Co...... 1.19 3.57 1.17(3) 0.84(3) 3.00-4.00 1.00 C-2 ~~‘ Tax burden weighs | heavily on improved business of company 
— ae — ere: ee : and restricts of dividend increase. 
Eastman Kodak......... 8.12 7.96 NF NF 6.75-8.00 4.50 A-2 Business losses abroad — by gains here; higher taxes 
prosp though little dividend change 
" - ___ indicated. 
Electric Boat.......... 0.79 2.89 NF NF 3.00-4.00 0.40 C-1 Company's books glutted with submarine orders; somewhat 
increased earnings and dividends anti 
*Endicott Johnson. .... My3.05 2.28 NF NF 4.88A 2.25 C-1 Improved i and ity of shoe induchy augur 


maintenance of dividends at at current ral rate. 
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Position of Miscellaneous Companies—Continued 




















































































































































































































































































































EARNED PER SHARE Estimated Div. Invest. 
1935-39 Latest Interim 1941 Paid to Market : 
Company Average 1940 1940 1941 Earnings Date Rating COMMENT 2 
Exchange Buffet....... Apdo.24 do.51 NF NF Def. oes E-3 _ Earnings trend is unlikely to improve sufficiently in the near 4 
to permit any dividend payment. 
TFruehauf Trailer....... 2.37 3.36 1.17(6) 1.64(6) 3.50-4.00 0.70 C-1 Both military and d tic busi indicate record volume; 
taxes restrain ings rise or large dividend increase. 
Gaylord Container... .. 1.62 2.04 0.24(3) 0.26(3) 1.75-2.25 0.50 C-2 ‘Taxes retard earnings gain, but profits are good enough to 
warrant consideration of small dividend rise. 
General Outdoor Adv. . 0.16 0.74 d0.49(3) d¢.46(3) NE Sees C-2 Rising advertising appropriations bringing improved eam- 
ings further substantial payments against preferred arrears 
ely. 
Glidden Co........... O2.05 1.56 0.47(6. 0.99(6 1.50-2.00 0.50 C-1 Food di ision improves, along with paint end varnish depart- 
- ” connie bett and dividend stability indlented 
Gotham Silk Hosiery . 0.32 d0.81 NF NF NE PPS D-2 Some improvement in earnings likely this year, but preferred 
Seid ez me dividends may be held up until finances are stronger. 
Hat Corp. "A"...... 01.02 1.03 0.36(6) 0.19(6) 0.50-1.00 .... C=3 Potential raw material shortages complicate forecast of eam- 
ings; small dividend possible later this year. 
Hazel-Atlas Glass... .. . 6.50 5.98 2.93(6) 3.22(6) 4.00-5.00 3.75 A-2 Sales trend is upward, but earnings are likely to be reduced 
= by higher taxes; slightly smaller dividend possible. 
Household Finance... . 6.82 7.11 ~ 2.10(3) 1.96(3) 5.75-6.75 3.00 C-3 Ultimate decline in instalment sales financing likely; this 
might become severe enough to bring small dividend redue- 
tion. a 
*industrial Rayon....... 1.12 3.15 1.38(6) 2.02(6) 3.00-4.00 1.06 C-1 Sales and earnings rise on record-breaking demand; minor i 
increase in dividend may be considered this year. ¢ 
Interchemical Corp...... 2.32 2.47 0.45(3) 0.68(3) 2.00-3.00 1.20 C-2 Increased printing and industrial activity advance demand | 
eo for company’s products; dividend prospect stable. 
Intl. Mercantile Marine... 41.92 d0.54 NF NF NE eae E-2 Recovery from deficit omnes may be permitted by ship: sales ‘ 
ples and shipping boom, but d still unp © hav 
*Intl. Paper & Power.... d0.80 6.07 0.99(3) 1.31(3) 5.50-6.50 Rye C-1 Boom inall divisions cleompany continues; fell cleasence of © witl 
= arrears on preferred stock is likely this year. Es 
ambelt'Go.......... 1.73 1.57 0.69(6) 0.87(6) 1.00-1.50 1.125 C-3 Rising material costs and mounting taxes hurt profit margin; | chai 
= 1941 dividends may be under those of 1940. 3 e1 
Lehman Corp.......... 51.04 1.15 NF NF 1.25A 0.95 C-2 Net asset value continues to run in excess of current market : oc 
x nae value of stock; dividends likely to be unchanged. * and 
Lehn & Fink Prod...... 51.34 0.76 1.29(9) 1.25(9) 0.50-1.00 0.70 C-3 Higher buying power of public would normally bring better | | 
lees and dividends, but taxes obviate this development. | a0 
McGraw-Hill Pub... . . . 1.25 1.52 NF NF 1.25-1.75 0.30 C-1 Larger advertising in trade publications permits expanded sary 
— ane. * earnings; 1941 dividends should exceed those of 1940. . 
*McWilliams Dredging. 1.90 d0.84 NF NF 2.00-3.00 sae C-1 Work on Army and Navy bases likely to bring strong earn- Bril 
ings recovery this year and of a th 
= ee ee ee ee dividend payment. u c 
Mohawk Carpet Mills... 1.26 2.90 NF NF NE 1.00 C-2 Carpet demand continues very strong, indicating relatively | to t 
ne as ae en e and possibly small dividend increase, | : 
Novadel Agene....... 2.94 2.94 NF ~ NF 2.50-3.00 1.00 C-2 Prospective 1941 taxes threat the i ingsand | \ 
f we dividend record of this fund | growth company. S stat 
Omnibus Corp......... 1.27 1.36 0.15(3) d0.07(3) 0.50-1.00 0.30 C-3 = The strike earlier this year and higher wage costs cut profit | . 
Perey ee _ margins; lower 1941 dividends i > ind 
Owens-Illinois Glass... . 3.16 2.71 3.23(12-6) 2.87(12-6) 2.00-3.00 1.00 B-3 Glass container prospects are unusually promising, but higher | it] 
a a al mera al, taxes bring net under 1940, dividend prospect static. = | wi 
Powdrell & Alexander. . 0.76 0.43 NF NF 0.40-0.75 0.20 C-2 Curtain material and related demand excellent, in line with | ular 
ee. a better purchasing power; little dividend change likely. [| . 
Pratt & Lambert........ 2.03 2.29 NF NF 2.00-2.50 1.00 C-2 Better sales trend being moderated by high operating costs it ni 
ss es nal amen a and taxes; not much change in dividends | ted. of 3 
Procter & Gamble...... J2.98 4.37 NF NF 3.50-4.00 2.50 B-3 New highs in volume certain this year but tax vulnerability 
' : we hatte an, = ag impairs earnings prospects; dividend trend is stable. __ the 
yO re 0.28 0.42 0.11(3) 0.14(3) 0.35-0.50 0.20 C-1 Improved earnings likely to continue, with taxes pulling bs 
, : a aS Re per Se See 8 profits down to about last vear ‘si divs. relatively secure. ODSt 
Simmons Co........... 2.21 2.33 NF NF 2.00-3.00 0.50 C-2 Furniture and matt boo with current indica- no : 
tions of earnings and po de in 1941 about last year's 
_ = eee | oh icine ae ee ss level. now 
* Sterl Ing Prod .cts..... . 5.11 5.30 1.88(3) 1.86(3) 4.50-5.00 1.90 A-3  Blue-chip dicine and drug field will suffer 
large taxes but oy wae still be good protective dividend 
=* oct eran Em ee ee ee A oe margin. H 
Sutherland Paper. 2.10 2.84 1.52(6) 1.48(6) 2.00-2.75 0.60 C-1 Priorities on many metal lines will help sales of the company 
indirectly; prospective earnings warrant dividend continua- 
Pe Sa Pera ; ee = tion. 
Tennessee Corp....... 0.52 1.36 NF NF 1.25-1.75 0.50 C-3 Improved sulphuric acid and iron sinter sales likely to 
ars a aE a ST ee Se a tt MR Re % , justifying a possibl sma ii in dividends. 
Tex. Pac. Coal & Oil 0.81 0.54 0.33(6) 0.53(6) 0.75-1.00 0.20 C-1 Earnings recovery likely to d substantially 
a taxes; 1941 “aividend wait approximate those of 
Truax-Traer Coal... .... . Apo.73 0.53 NF NF 092A 0.25 C-1 Boom in coal industry helps ings of this pany; indi- 
5 ee an ae ee ee __________s cating enlarged profits and dividends for this year. 
Tubize Chatillon... . d0.76 1.24 0.44(6) 0.92(6) 1.25-1.75 Nae C-1 Rayon boom likely to be intensified as a result of silk em- 
esate’ _ - PES bargo; initial dividend on may be a 
Union Bag & Paper..... 0.72 1.68 0.41(3) 0.44(3) 1.25-1.75 0.50 C-2 Demand for paper bags, board and wrapping paper likely to 
Pe ee ex ue ih Bes top 1940; income stability and dividends indicated. 
United Drug.......... 0.95 0.82 0.16(3) 0.15(3) 0. 65- 1.00 mel C-2 Record-breaki hasing power >romises new high volume 
ask. ee sales, but taxes hurt; small dividend possible, 
United Elec. Coal...... Jy0.27 0.33 0.37(9) 0.28(9) 0.25-0.35 Lea C-2 More recent earnings trend shows improvement, justifying 
. > Pee consideration of a moderate dividend this year. 
United Fruit........... 4.19 5.10 1.06(3) 1.37(3) 4.50-5.50 3.00 A-2 Prospects Hlent for all divisions of company's business, 
er an Lae but taxes pull ings down; dividend prospect is static. 
White Rock Mineral Spg. 1.04 0. 09 0.05(3) 0.05(3) NE 0.10 C-2 Newer lines have improved sales but profit trend shows 
_ — a =~ __little change; near future dividend is unlikely. 
Wrigley (Wm., Jr.)...... 4.16 4.27 2.44(6) 2.26(6) 3.50-4.00 2.75 A-3 Vulnerability of company to excess profits tax and high 
: p g costs indicate small decline in earnings and a= 
J—Year ends June. Ap—Year ends April. O—Year ends October. M—Year ends March. A—Actual fiscal year. S—Year ends September.” N- 
Yearends November. d—Deficit. My—Yearends May. NE—Noestimate. (9-3)—Nine months ended Mar. 31. (12- 3)—Twelve months saaen March 31. 
(12-6)—Twelve months ended June 30. *—Recommended for income. *—Recommended for cyclical peace mg t and MC 
appreciation. ‘ 
Ch 
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BY EDWIN A. BARNES 


have been kaleidoscopic in the frequency 
with which they occur and the resulting 
changes they effect. Among the most recent 
occurrences is the shortage of motor fuels 
and other bulk petroleum products brought 
about by the diversion of much of the neces- 
sary ocean transportation facilities to Great id 
Britain and with a consequent reduction of ~~ 
the amount of petroleum products available 
to the Atlantic seaboard. 

Much of the true state of affairs is hidden behind the 
statements issuing from both the Government and the 
industry; each attempting to support their own position 
with all of the most adverse features and with no partic- 
ular emphasis upon the more favorable conditions. As 
it now stands, there is no immediate need for a reduction 
of 33 per cent in the amount of motor fuel consumed on 
the East Coast and if ordinary sensible economies will be 
observed by all consumers in the territory, there will be 
no actual shortage unless more of the tankers which are 
now in domestic service are diverted to England. 


HOW PETROLEUM IS USED IN THE JU. S. 
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Photo by Robert Yarnall Richie, Courtesy The Texas Co. 


At the height of the Summer season petroleum prod- 
ucts consumption on the Atlantic Coast approximates 
1,250,000 barrels daily. Of this amount, the bulk is, of 
course, gasoline. The actual amounts consumed vary 
with weather conditions and drop off sharply after Labor 
Day. At this time, remaining tank-ship facilities are 
sufficient to supply the territory with approximately 
1,000,000 barrels daily and added to this are other 
sources of supply consisting of railroad tank cars and 
relatively small pipe lines. These additional facilities 
supply the refineries with approximately another 100,000 
barrels daily. Thus, it is apparently necessary 
to draw down about 150,000 barrels of petroleum 
products from storage daily or only about 5,000,- 
000 barrels between the first of August and 
Labor Day. After that time the seasonal decline 
in consumption will make incoming supplies of 
petroleum adequate. The apparent shortage, 
therefore, is not anything like 33 per cent but at 
the outside, 8 per cent to 10 per cent. Always 
providing, however, that the Government does 
not give away still more tankers at a faster rate 
than they can be replaced or substitute facilities 
provided. 

Only about a year ago the Government sought 
to divorce a number of the larger petroleum 
companies from their pipe-lines in the interest 
of freeing .competition. Today the same com- 
panies are being urged by the Government to 
expand their pipe-lines to strategic locations to 
free tankers from very long runs and thus permit 
more frequent trips. All in all there are now 
approximately 10,000 miles of new pipe line 
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Chart by Pictegraph Corp. from “Petroleum Facts and Figures” 


under construction as compared with approximately 
6,500 miles in 1940 and 5,000 miles constructed in 1939. 
One of the most important of the newest lines being built 
is only 236 miles long but its effects upon the tanker 
situation is all out of proportion to its rather small length. 
The new line is being built between Portland, Maine, and 
Montreal, Canada. The line will be owned by a subsi- 
diary of Standard Oil of N. J. and is to cost approxi- 
mately $8,000,000. When completed—the tentative date 
is December 1—these facilities will release about 4 
tankers having individual carrying capacities from 100,- 
000 barrels to 150,000 barrels and will shorten their 
voyages from oil ports by as much as ten to twelve 
days. 

Another series of pipe-lines is now under construction. 
This series will follow the East Coast from the Gulf 
ports and will go far toward relieving any possible future 
shortages on the Atlantic Seaboard. This new line will 
be 1,500 miles long. New pipe laying methods—which 
include welded joints and machine dug trenches—make 
it possible to lay 15 miles of line daily under average good 
conditions. Although the line is just beginning, it is 
expected that oil may be flowing through it before the 
end of this year. All of these pipe-line construction jobs 
are in the name of national defense and accordingly 
will be afforded full priorities for steel and other materials 
as well as the tax privileges which accrue to defense 
construction. 

The balance of the country is relatively normal as far 
as supply and demand of petroleum products are con- 
cerned. During the week of July 26—the most recent 
report available at the time of this writing—daily aver- 
age production of crude petroleum was 3,869,950 barrels 
or approximately 193,900 barrels more a day than in the 
previous week and about 179,550 barrels a day more 
than in the comparable week of 1940. Although these 
figures represent relatively high rates of production, the 
refiners, operating at about 91.4 per cent of capacity, 
consumed it all and also drew substantially upon stocks 
in storage. During the week under discussion, the re- 
finers produced 12,860,000 barrels of gasoline. Demand 
was, however, sufficiently great to consume all of this 
material as well as an additional 975,000 barrels to 
make a total consumption of 13,836,000 barrels of 
motor fuel and to reduce gasoline inventories to 86,945,- 
000 barrels. 

At the same time, stocks of gas-oils and distillates rose 
to 40,197,000 barrels as compared with 38,284,000 bar- 
rels in the same week of 1940, while residual fuel oil 
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Each symbol represents one cent per gallon 


stocks increased to 93,855,000 barrels or approx. 
imately 800,000 barrels higher than a year ago, 
These products are the ones which provide in. 
dustrial and domestic heat and power and the 
rising stocks are favorable to the refiners who ex. 
perienced a moderate shortage in them last year, 
If necessary, at least a part of these heavier 
petroleum products could be further processed 
to provide additional supplies of high test gaso. 





petroleum products. 


be, provide any conceivable quantity of petro. 
leum products to supply both this country and 
England. As it is, a system of state proration 
permits the production of only a small part of the in- 
dustry’s potential output. Refinery capacity is also 


ample to handle as much crude as is likely to be required, 7 


ASSN bias: Soe OER 


line and many of the now important chemical 


Crude oil reserves are high and could, if need : 


About 75 per cent of the nation’s refining facilities are 7 
less than 4 years old and additions and improvements in | 


the interest of operating economies are constantly under | 
way. Despite the fact that a Petroleum Co-ordinator fF 


has recently been appointed, actual control of the crude 


producing end of the petroleum industry will probably } 


continue in the hands of the several oil states while any 


Government control will be confined to pipe-lines and the f 


policing of business methods and practices. A recent 


request from the Government to the larger oil companies F 
for data on advertising and other selling costs may | 
eventually result in some attempt to control selling prices | 
but the petroleum industry has a forceful defense in the [ 
fact that the actual cost of gasoline to the consumer is f 





Texas Co. Photo 


THE MAGAZINE OF WALL STREET 


STi le ahs Os 


Ee si 








YT ee. he) lhe, eee 











)PTox- 
r ago, 
de in- 
d the 
ho ex. 
. Year, 
eavier 
cessed 
gaso- 
mical FF 





need 
Detro- 
y and 
ration 
1e in- | 
also 
uired, |) 
1S are Fe 
nts in 
under & 
nator FF 
crude f 
bably 
e any fe 
d the 
ecent 
nies Fe 
may | 
rices F 
n the f 
1er is 








;EET 














approximately half of what it was only 10 years ago, 
despite the remarkable increase in quality and efficiency. 
The only thing that has held over-all retail prices of 
motor fuel at even current levels is the fact that in most 
territories, the state, town and federal taxes are equal to, 
if not in excess of, the actual selling price of the com- 
modity itself. 


California Not Dependent on Exports 


Taken as a whole, the retail price structure of the 
petroleum industry has been steady. On a month to 
month basis, since the beginning of the year, prices on 
the whole are higher, but such increases are a seasonal 
phenomenon of the industry and, as such, are to be 
expected. If the East Coast continues to receive a fairly 
normal supply of petroleum products, it is probable that 
prices throughout the remainder of the country will hold 
at satisfactory levels. If, however, it is impossible to 
ship full quantities of crude and refined products to the 
East, there may conceivably be accumulated larger than 
average inventories of oils and gasoline which may have 
a later depressing effect upon mid-west prices. At this 
time, however, such a condition is only a rather remote 
possibility and the outlook for prices east of the Rockies 
is favorable. Firm prices are conducive to satisfactory 
profit margins. 

The most recent Japanese affair has turned attention 
to the status of the petroleum industry in California. It 
is not as yet a definite fact that no shipments of petro- 
leum or petroleum products will be permitted to go to 
Japan but if a strict embargo is actually applied, Cali- 


fornia producers will lose a market for approximately 
40,000 barrels of oil daily as compared with a total out- 
put of some 640,000 barrels of crude petroleum daily in 
the most recently reported week. In addition to Japan- 
ese exports, California has furnished the Atlantic sea- 
board with approximately 3,000,000 barrels of gasoline 
yearly and it is expected that this market will be closed 
until more shipping facilities become available. 

The loss of East coast and Japanese markets will not 
be an insurmountable blow to California petroleum pro- 
ducers. Last year the state produced approximately 
224,000,000 barrels of oil and shipped approximately 10 
per cent of this amount to Japan and the East coast. 
Most California producers have long foreseen the possi- 
bility of the loss of Japanese business and have been cur- 
tailing production accordingly. Moreover, the pace of 
industrial activity in California and along the West 
coast has been stepped up sharply through the increased 
demand for airplanes, ships and steel. In California most 
of these industries use petroleum for power with the 
result that the demand for oil has kept pace with the 
expansion of general industry. If Japanese sales are cut 
off, there will probably be some slight dropping off in 
West coast petroleum producers sales but the decline 
will hardly be cataclysmic and lost markets will prob- 
ably be compensated for as additional industrial facil- 
ities become available. 

Russia is one of the best possibilities for future Cali- 
fornia petroleum exports although the lack of shipping 
facilities will hold any probable Russian business below 
the levels of the more recent Japanese trade. Nor will 
the elimination of Japanese exports release any tanker 


MANY DIFFERENT TECHNIQUES ENABLE REFINERS 
TO MEET SCORES OF NEW MARKET DEMANDS 
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This first attempt? to outline and simplify the historical progression of the more fundamental 


refining processes necessarily sacrifices details. 
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Fore-shoriening of the time scale reflects tremendous advances made from 1930 to 1940, 
@ period of virtual revolution in refining techniques. 
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capacity for other services for all Japanese shipments 
have been made in their own tankers and other vessels, 
something which Russia does not have in sizable quan- 
tities in the Pacific. 

And, as far as the foreign situation is concerned, con- 
ditions in the petroleum industry abroad are just as 
mixed as they are at home. One thing can be taken for 
granted at this time and that is that the conditions sur- 
rounding American owned oil properties in Europe and 
the Near East make immediate consideration unneces- 
sary. Most of the European properties have either been 
written off by their respective owners or adequate re- 
serves have been set up on the books for that purpose. 
For the present, such properties in “occupied” countries 
can be considered as a total loss; any future salvage 
value depending solely upon the outcome of the war. 
On the other hand, the possibilities of South American 
oil properties have definitely taken a turn for the better. 
This is particularly true of Venezuelan oil properties 
which are now being exploited as one of the principal 
sources of crude petroleum supply for England. With 
demand for Venezuelan crude petroleum high, profit 
margin should be ample. Brazilian oils are also in ex- 
cellent demand although the Brazilian fields are in no 
way as prolific as those of Venezuela nor is the general 
quality of the crude oil so high. Nevertheless there is 
no proration of South American crude oil production 
with the result that there will be no limit but those im- 
posed by nature upon the quantity of petroleum pro- 
duced. 

The situation, as far as American owned oil properties 
in the Far East is concerned, is uncertain. All depends 
upon how far the Japanese affair progresses. Most of 
the American interests in the Far East are engaged 
mainly in marketing and accordingly, there is not the 
huge investment in plant and equipment which would 
be the case if heavy crude production and refining were 
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the major interest. There is, unquestionably, a large 
investment in the Far East and, if a conflict develops 
with Japan, a sizable part of it might be lost through 
actual property destruction. However, it is also prob- 
able that any such loss would be of only a temporary 
nature for it is improbable that Japan could retain any 
properties, other than those within her own borders, 
which she might seize as the result of a war. But, as 
was the case with European properties, American owners 
have already set up good sized reserves against any such 
contingency and therefore any future losses would not 
have a drastic effect upon current earnings. 

Earnings prospects for the petroleum companies are 
generally good for this year. There are, of course, special 
circumstances in many instances which may tend to 
make any company’s earnings vary substantially from 
the average but from what can now be seen, the general 
run of petroleum company earnings will be at least as 
good as a year ago and perhaps—in view of expected 
high rates of demand—better. What may be expected 
from the oil companies for this year is well illustrated by 
the comparatively few 6 months’ earnings statements 
which are now available. 

For instance, Standard Oil of New Jersey, our largest 
completely integrated petroleum company, indicates that 
net income for the first 6 months of this year was ap- 
proximately $97,000,000 after all taxes and other charges. 
The per share equivalent was $2.90 or better than the 
earnings for the full year 1938. Projected on a seasonal 
basis these earnings, if continued, would result in one 
of the best years enjoyed by the company since 1930. 
Of course, extraordinary charges for foreign property 
reserves and larger than normal write-offs of new facil- 
ities constructed in the interest of national defense may 
later alter the proportion of gross income to net but, 
regardless, S.O.N.J. earnings for this year should be 
satisfactory to all interested. Phillips Petroleum is an- 
other company whose half year report indicates con- 
siderable improvement over a year ago. In the 6 months 
ended June 30, Phillips reported net income of $1.85 a 
share of common stock as compared with $1.43 a share 
for the same months of 1940. In the first 3 months the 
company reported $0.73 a share or exactly the same 
amount as a year ago. On that basis, it may be assumed 
that Phillips will approximate the $5.42 a share earned 
in 1937. In the case of both S.O.N.J. and Phillips, 
petroleum products other than oil and gas are playing 
an increasingly important part in earnings. These prod- 
ucts are, of course, the newer chemicals and chemical 
raw materials which have only recently begun to be 
developed. The 6 months’ earnings of Barnsdall Oil Co. 
represent a slightly different phase of the petroleum 
business. Barnsdall is solely a producer of crude petro- 
leum and is little concerned with foreign properties or 
marketing problems. In the first half of 1941, Barnsdall 
reported earnings of $0.58 a share as compared with 
$0.48 a year ago. For the full year 1940, this company 
reported earnings of $0.97 a share. A _ projection of 
first half results through the balance of this year in- 
dicates that Barnsdall may be expected to better the 
most recent peak in earnings of $1.26 a share reported 
in 1938. 

Sun Oil Co. earned $1.90 in the initial 6 months of 
1941 as compared with $1.91 in the same months of a 
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al huilding business are not segregated so it is difficult to those of a year ago, contrasting sharply with Seaboard 
ok ascertain the earnings possibilities of each activity. The Oil whose earnings of $0.47 a share in the first half com- 
al ability to build ships of all sizes—mostly tankers—acts pared in about the same ratio, albeit reversed, as those of 
a as an earnings stabilizer for Sun Oil Co. and should be Skelly. Shell Union earned $0.60 in the first half as 
Pr effective in this role for a number of years to come. compared with $0.65 a year ago and Plymouth Oil’s 
Be Other oil companies have reported half year earnings $0.61 in the first half was $0.36 a share lower than 
ee of varying proportions. Skelly Oil’s earnings of $2.72 in the similar period of 1940. (Please turn to page 482) 
such ts 
not 
s . e e 
Position of Leading Oil Stocks 
are i aoe o> etek ee % 
cial Earnings Per Share Estimated Div. Invest. 
1935-39 Latest Interim Earnings Paid to Market 
l to Company Ee Average 1940 1940 1941 1941 Date Rating COMMENT 
rom tAmerada.......... $2.29 $2.25 $0.58(3) $0.64(3)  $2.00-2.50 $1.50 B-1 Past ‘and prospective comings f this well situated crude oil 
eral dove Pp favor 940 dividend rate. 
’ Atlantic Refining. 2.13 2.11 1.87(6) 1.79(6) 1.50-2.00 0.50 C-2 More recent earnings trend improves in consequence of 
as 4 higher demand and prices; no change in div. rate likely 
sted a a ; this year. 
ted | Barnsdall Oil. ere . 0.85 0.97 0.48(6) 0.58(6) 0.50-1.00 0.30 C-1 Betterment in prices of crude oil as well as favorable demand 
‘ outlook point to relatively good earnings and div. continua- 
by 4 a B= : tion. 
nts Consolidated Oil. . 0.90 0.28 NF NF NE 0.375 C-2 Program for improving refining and marketing operations, as 
e well as better prices and d d help div, may 
: nous continue at reduced rate. 
rest FF Continental Oil. 1.80 0.92 0.51(6) 0.82(6) 0.75-1.00 0.50 C-2 Cevelopment of several large areas in in the Middle West and 
I 4 South improve prospects, but full div. continuation is border- 
lat ; line. 
ap- FF iGuitoil.... 2.4 PETE can and © 
-14 2.44 NF NF 2.00-2.25 0.50 B-2 Domestic and Venezuelen divisions likely to ‘expend crude 
TES output; dividends this year likely to top those of 1940 by 
+, ’ 2 small margin. 

€ Humble Oil : 3.80 3.13 NF NF 3.00-3.25 0.75 C-2 Gasoline price Imgrovement indicates more tcantie profit 
nal ; margin; substantial Protection for dividends indicated. 

SSeS $$ 
one 4 Mid-Continent Pet 1.75 1.60 0.78(3) 0.28(3) 1.00-1.50 0.40 Cc-3 In spite of an unfavorable start, earnings may compare rela- 
t K tively well with those of 1940; continuation of $0.40 semi- 
30. q ; annual rate likely. 
rty | = Ohio Oil... 0.50 1.02 0.27(3) 0.22(3) 0.75-1.00 0.25 C-2 Eamings s tend hes been upward since -e the Spring season, in- 
cil- a ew: dicating dividends at least at the totals of last year. 
lav © Panhandle P. & R. 0.16 0.03 NF (6) 0.10(6) NE D-2 Continuing low level of earnings stand inthe way of inewgure- 

. : : tion of dividends on this stock. 
ut, | Phillips Petroleum 3.40 2.21 0.74(3) 0.73(3) 2.25-2.50 1.00 B-1 Sharp rise in this company’s aviation gasoline division favors 
be a = earnings gains and full maintenance of dividends. 
un- P Plymouth Oil - 2.02 1.37 0.97(6) 0.61(6) 1.35-1.50 0.60 C-2 Original drop | in ‘export business on war outbreak now being 
yn- = made up; dividends likely to remain at current rate. 

‘e f Pure Oil....... 1.46 1.21 NF NF 1.20-1.35 Cc-2 Greater use of berge and pipe line tenspertetion improves 
1S 7 —— marketing efficiency; conservative dividend rate’ will continue. 
pa | Seaboard Oil 1.65 1.05 0.61(6) 0.47(6) C.75-1.C0 0.75 C-3 Reduction of California export market points to possible 
ure : = small decrease in earnings and slightly lower dividends. 
he ' Shell Union . 0.92 1.05 0.65(6) 0.60(6) 0.75-1.00 0.40 C-2 Profits now trending upward with expansion of high-octane 
5 P aviation fuel division helping earnings trend; div. prospect 
me : stable. 
ed | Skelly Oil. . 3.38 3.28 1.42(6) 2.72(6) 3.00-3.50 0.50 c-1 Besides favorable oi! demand and prices, benefits accrue from 
ed : a aircraft manufacturing subsidiary; higher dividends lixely. 

: Socony-Vacuum 1.26 1.17 NF NF 0.75-1.00 0.25 Cc-2 Although early 1941 ings are understood to have been 
DS, q below 1940, they now are running ahead; div. maintenance 
ng — assured. 

d- | S.O. California. 2.00 1.73 0.35(3) 0.37(3) 1.25-1.50 0.50 B-2 Booming shipbuilding par aircraft industries on West Coast 
promise excellent demand, but export prospects fade; div. 
“al a prospect static. 
be ; S. O. Indiana 2.56 2.20 NF NF 2.00-2.50 0.50 C-2 Dominant position among Middle West refiners and | mar- 
; 4 keters assures good earnings; regular div. and occasional 
/0. extras likely. 
m 'S. O. New Jersey 3.60 4.54 NF NF 4.00-4.50 1.00 A-2 This huge leader of the oil industry i is prospering despite loss 
0- pany of foreign markets; $1 regular div. and extras anticipated. 
or ; = 1S. O. Ohio... 3.93 7.44 NF 1.47 6.50-7.CO 0.75 C-2 Broad pipe line facilities keep down crude oil costs) stable 
ri earnings « and an increase in divs. over 1940 likely this year. 
al] ‘Sun Oil... ... 2.83 3.03 1.91(6) 1.90(6) 2.75-3.00 0.50 B-2 Shipb bsidi y's backl 2 and ‘better oil 
th ; — ~~ prices promise favorable earnings and div. 

; increase. 
ly | Texas Corp. 3.22 2.90 NF NF 2.75-3.00 1.50 A-2 Profits now rising, aided in part by cost reductions and grow- 
of en ; ing aviation ‘gas division; full dividend maintenance assured. 
n- Tidewater Assoc... . 1.23 1.14 0.50(3) 0.36(3) 1.00-1.25 0.30 C-3 Improved opereting margins resulting largely trom increased 
1e eee mle, demand and better prices ai gs; div. prospect static. 
r © Union Oil Cal. 1.57 0.99 0.43(6) 0.68(6) 0.75-1.CO 0.75 Cc-2 Better earnings trend will be modereted by lees of lessign 
C ta though any potential reduction in divs. would be 

small. 
of q | Recommended for income and appreciation. NF Net available. NE—No estimate. 
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Paramount Preferred 


Paramount Pictures 6% cumula- 
tive convertible preferred shares of- 
fer considerable attraction, from an 
income standpoint, to those inves- 
tors not primarily concerned with 
mayket stability. Dividends are 
being earned nearly six times over 
and if unofficial reports are con- 
firmed this margin of dividend 
safety will be further improved over 
the coming months. For the twelve 


months ended April 5, 1941, earn- - 


ings available for dividends on the 
127,489 shares of 6% preferred stock 
outstanding were equal to $57 a 
share as compared with about $50 a 
share in the fifty-three weeks ended 
January 4, 1941. Largely respon- 
sible for the improvement in the 





Chrysler Corp. turns out “wheels for 
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defense." Above are pictured 


For Profit and Income 





company’s earnings has been the 
favorable public reception accorded 
the company’s feature releases. Im- 
portant economies have also been ef- 
fected in the company’s studio costs. 
Business has been surprisingly good 
for Paramount in both Canada and 
Great Britain. The 6% preferred 
shares are convertible into seven 
shares of common stock and while 
this privilege is without value at 
the present time the feature ac- 
counted for levels better than $200 
a share in the past, and might possi- 
bly again become a factor in the 
value of the shares—particularly if 
the company continues its recent 
production successes. The preferred 
shares have recently been quoted at 
levels just under $100 to yield better 
than 6%. 











the latest 


models of the company's trucks and tanks. 
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So They Say— 


Safeway Stores will refund current 
and term bank loans with a new de- 
benture issue. . .. Present output of 
Nylon is equal to only 10% of ho- 
siery requirements. Hosiery manu- 
facturers may have to try vari- 
ous innovations such as cotton tops 
and feet. Jones & Laugh- 
lin will mine iron ore in New York 
State... . Reading will show better 
than $2 a share for the common 
stock in the first half as compared 
with only 65 cents a share a year 
ago. . . . Passenger traffic handled 
by American Airlines in first six 
months was up more than 40% by 
comparison with a year ago. 
Backlog of unfinished orders on the 
books of Bendix Aviation is esti- 
mated at some $300,000,000. 
Strength in Laclede Gas obligations 
is believed to foreshadow a refund- 
ing operation. ... Better market ac- 
tion of air transport shares recently 
reflects official intimations that they 
will not be called upon to give up 
essential equipment to defense pro- 
gram. In fact it has been indicated 
that the Army may defer certain 
plane deliveries in order that air- 
lines may receive sorely needed 
equipment. 


Big Steel 


United States Steel reported earn- 
ings equal to $2.12 a share for the 
common stock in the second quarter 
of the current year. This compared 
with $3.47 a share in the first three 
months and $1.48 a share in the 
second quarter of 1940. Actually, 
however, the company’s showing in 
the June quarter of this year was 
much better than suggested by this 
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simple comparison of per-share earn- 
ings. Net income before Federal 
taxes totaled $57,614,751 as com- 
pared with $48,400,000 in the initial 
three months. In the second quar- 
ter the company made provision for 
income and excess profits taxes, 
based on pending legislation, 
amounting to $32,800,000, whereas 
in the first quarter taxes charged 
against earnings were only $21,800,- 
0000. Taxes in the June quarter 
were $20,000,000 more than net in- 
come available for preferred and 
common stock dividends. In the 
first six months of this year the 
company made provision for con- 
tingencies amounting to $9,000,000, 
while capital outlays for additions 
and betterment of plant and proper- 
ties amounted $44,200,000. Net cur- 
rent assets as of June 30 stood at 
the impressive total of $505,814,417. 
Reading the details of Big Steel’s 
latest report one gains the very defi- 
nite impression that the company 
has leaned over backward in seeking 
to present financial results in a 
conservative fashion. Nevertheless, 
earnings for all of 1941 may run as 
high as $11 a share. 


Retail Boom 


Volume of department store sales 
in the first half of the current year 
averaged about 15 per cent higher 
than a year ago and the probabilities 
are very strong that gains in subse- 
quent months will be even more im- 
pressive. Prices are up about 6 
per cent. The combination of ex- 
panding sales and wider profit mar- 
gins promise to find important re- 
flection in current earnings of lead- 
ing department store units. This 
prospect has served to attract quite 
a sizeable investment following to 
this group, as evidenced by the per- 
sistent market strength displayed by 
such issues as May Department 
Stores, Best, Butler Bros. Interstate 
Department Stores, Allied Stores, As- 
sociated Dry Goods and Marshall 
Field. Leading mail order com- 
panies, notably Sears Roebuck and 
Montgomery Ward have shown a 
marked increase in current sales. 
Both of these companies, however, 
may be adversely affected by the 
forthcoming decline in available sup- 
plies of consumers durable goods, 
such as electric refrigerators, wash- 
ing machines, etc. These items bulk 
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Leading Companies Report Six Months’ Earnings 


Per Share Per Share Most Recent 
1st 6 mos. 1st 6 mos. Dividend 
1940 1941 
PAM 5 5 iain 5 sicdosd tc cwcciecncs cance $1.50 $1.14 0.50 
Allegheny Ludlum Steel..................... 3.22 1.42 0.50 
TMI AINE go oe 6o vb vcccsccsivectece 1.32(a) 2.51(b) 1.00 
American Radiator & Standard San............. 0.31 0.13 0.15 
American Rolling Mill....................... 1.97 0.37 0.35 
American Steel Foundries.................... 1.74 1.40 0.75 
ME en tcasisity couikencrawdadoes 3.04 2.14 0.75 
NI IN oo 5 e's sw c'ae'eivn venes vues 5.55(c) 3.16(¢) 1.00 
EES ELE ROT Ee 4.69 2.20 None 
MENS ec cia Savas naeudvadxsweeereceeews 3.75 4.06 1.75 
RII oma 5 ooo ec aerns ce sdeo ee we manebee es 2.73 2.09 0.65 
eT TE ee ere re 2.61 2.52 1.00 
Jones & Loughlin: Steel. ..... oc cccccccececes 10.48 2.11 None 
UII oon ode ts 5 cae ada cowie 2.14 2.06 0.50 
CRIN oo ccc ccs cutceveeoeeeeess 2.04 1.42 0.75 
I IID oo 5c ccccces sc idseedcesen 2.38 1.70 0.50 
North American Aviation.................... 1.13 0.69 0.75 
I oa oases ak cds c a does ccuveris 0.64 0.79 0.20 
I EN oo snk cca cases sere ienncdawcn 1.95 1.27 0.75 
PIPE P55 526g aca ko ne cesgiaseccinco etwas 2.20 0.90 0.50 
i ex eval iu Sa are es 2.72 1.42 0.50 
EO SS ee ere 1.24 1.17 0.50 
OE Ee eee err 0.99 0.70 0.30 


(a)—Based on 574,848 shares.{ (b)—Based on 380,313 shares. 


(c)—12 mos. to June 30. 





large in the total business volume of 
both of the leading mail order com- 
panies. Forthcoming catalogs will 
be smaller and sales efforts will be 
concentrated on “soft” items such 
as apparel, etc. Another factor 
which might hit the sales of mail 
order companies would be more 
stringent installment terms. 


Taxes Take Heavy Toll 


Stockholders doubtless are well 
aware that taxes will take a much 
larger slice of corporate income this 
year (perhaps indefinitely) but just 
how much larger may prove some- 
thing of a surprise to many holders 
of common stock. First half reports 
throw considerable light on what is 
to be expected. General Electric, for 
example, set aside two-thirds of net 
income for taxes. Corn Products 
Refining informed stockholders that 
taxes, computed on the basis of the 
tax bill approved by the House 
Ways and Means Committee, would 
amount to about 47% of net before 
any deduction for taxes. Du Pont’s 
“contingency” reserve of $10,000,000 
and taxes combined were equal to 
about 52% of six months’ profits. 
Federal income tax accruals of 137 
railroads in the first four months of 
this year amounted to some 30% of 
net income. Meanwhile the Gov- 
ernment reported that internal rev- 
enue collections for the fiscal year 
ended June 30 totaled $7,370,108,- 


378, an increase of some $2,000,000- 
000 over the previous year. 


Real War Boom Still to Come 


So far some $7,000,000,000 has 
been spent on defense. Although, 
as they say, “that ain’t tin,” it is 
but little more than 10% of what is 
to come. Total funds either on hand 
or scheduled to be voted by Con- 
gress amount to $62,000,000,000. 
Most of the money spent thus far 
has gone for food, clothing, ma- 
chinery and new plants. This tooling- 
up period will soon be supplanted by 
more and more construction of 
armament, ordnance materials, ship- 
building and aircraft. Impressive as 
are the unfilled orders on the books 
of many companies working on de- 
fense orders, they will be dwarfed 
by new contracts likely to be 
awarded in the months just ahead. 
Thus far the war boom has been 
treated with considerable indiffer- 
ence by the stock market and news 
of new orders and contracts has 
caused barely a ripple marketwise. 
Such skepticism is probably born of 
uncertainty concerning the probable 
duration of the war. The belief is 
growing, however, that regardless of 


- the length of the war, the United 


States is creating a permanent muni- 
tions and armament industry. Pos- 
sibly one of these days, therefore, 
shares of companies closely iden- 
(Please turn to page 482) 


471 








Stocks Selling Under Quick Assets 


Unusual Market Conditions Make Possible the Purchase 


of Many Representative Stocks at a Price Below Their 


Proportionate Share of Net Current Assets 


BY STANLEY DEVLIN 


i a security should be selling at its net asset value 
or reported book value would not be unusual, for after 
all, the book value of any company is one of a number 
of standards of its indicated worth. But, when extraor- 
dinary influences are at work—such as those which are 
now prevailing—normal standards are forgotten with the 
result that many unusual situations develop. Among 
the unusual developments of recent years is the fact that 
many well regarded securities can be purchased, not 
only at their book value, but at a price that represents 
only the quick assets, such as cash, Government bonds 
and inventories after all current debts have been paid. 
In other words, in some instances it is possible to acquire 
all of the fixed assets of some of our best companies only 
by paying a price equivalent to the cash remaining in 
the till after the current debts of the company have been 
liquidated. 

And it is not as if such companies are in danger of 
near term extinction or that their future prospects are 
so drab that the owners are willing to sacrifice their 
interests for a small percentage of its demonstrable 
value. The real reason is most likely that market condi- 
tions as a whole compel those who must sell their shares 
for one purpose or another, to accept a price much below 
their intrinsic worth. The low prices cannot be taken as 
a reflection on the inherent possibilities of the shares sold, 
for many of the companies coming within this category 
have considerable promise for income and longer term 
appreciation. 

Take, for instance, the shares of that well known manu- 
facturer of farm equipment, J. I. Case Co. Case com- 
mon recently sold for 80, which represents a high price 
for this year, although the same shares sold well above 
450 during 1929. According to the latest available bal- 
ance sheet, Case’s net current assets were in excess of 
$28,000,000 or equal to about $92.66 a share on the 
194,960 shares of common stock which were reported to 
be outstanding at the end of last October. 

Case is very busy at this time making farm equipment, 
for which there is a strong and improving demand, is 
engaged actively in defense work as a subcontractor for 
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many machine parts, and is also manufacturing muni- 
tions for the Government on its own account. Last year, 
Case reported earnings equivalent to $3.45 a common 
share and this year, despite the fact that the usually 
important foreign business has shrunken considerably, 
it is confidently expected that the company will make a 
much better showing. Taxes will, of course, be an in- 
creasingly heavy drain on net income, but unless the 
law is changed to do away with present invested capital 
excess profits tax exemptions, Case will have no problem 
from that source. Last year it was indicated that the 
company’s invested capital was approximately $41,- 
000,000 and as such affords an effective buffer against 
the higher imposts. Apart from an issue of 101,825 
shares of preferred stock, the common shares are the 
company’s only outstanding capital obligation. 

The subject of a rising demand for normal products 
plus comparatively large war orders brings to mind 
another promising company whose shares are selling 
below their net current asset value. The company sug- 
gested is Lima Locomotive Works, one of the oldest of 
our locomotive manufacturers, even though lacking the 
size of its two greatest competitors. The 1940 balance 
sheet of Lima Locomotive indicated that the company 
held net current assets of better than $6,000,000 or 
equal to approximately $29.62 for each of the 211,057 
shares of common stock then outstanding. The stock 
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| has recently been in an uptrend, but at the latest price 


it was still selling approximately 50 cents a share lower 
than the indicated net current asset value. And, inci- 
dentally, the common stock is the company’s sole capital 
obligation for while the company showed that it owed 
the banks $500,000 at that time, this sum was carried in 
current liabilities and was therefore considered to be 
liquidated in arriving at the net current asset value of 
the shares. 

Lima Locomotive Works is said currently to be operat- 
ing quite profitably. So much so that some dividend 
distribution is anticipated this year. The last payment 
was $1.50 a share distributed in December, 1937. The 
demand for locomotives is much better than that which 
has prevailed for the past ten or more years and added 
to it is the fact that the company’s power crane and 
shovel division is operating at a high rate. Delivery will 
soon be started on a $16,000,000 medium-weight tank 
order from the British Government and will help to 
increase second half earnings. By and large, it is indi- 
cated that the company is now in a much stronger condi- 
tion than in many a year and the outlook is for even 
further improvement. At any event, it is not difficult 
to agree with estimates of current earnings far in excess 
of the $0.41 a share reported for 1940. The lack of 
interim figures prevents accurate estimates of the exact 
amount but those familiar with the company and its 
operations predict 1941 earnings approaching $3 a share. 

Then, too, is the case of White Motor Co. This com- 
pany differs somewhat from the preceding examples, 
inasmuch as approximately 65 per cent of its current 
high output is for the U.S. Army. White Motor manu- 
factures the now famous “half trac” which is a high speed 
military vehicle whose rear wheels are similar to the 
tread of a tractor while the front wheels are the same 
as the more conventional truck. Currently, the company 
can make about 15 of these vehicles daily and is expected 
to increase the output substantially as newly constructed 
facilities become available. The company has already 
finished 2,915 vehicles of this sort for the army and is 
currently working on an order for 5,308 more. More- 
over, White is also manufacturing the motors for two 
other companies which are making similar vehicles for 
the Government. 

On the face of it, it would seem as if Government 
orders amounting to better than $51,000,000 would be 
ample to keep the company fully occupied to the ex- 
clusion of all other types of business. But such is not 
the case. Orders for buses, trucks and similar vehicles 
for non-military use continue to accrue in better than 
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average volume and because of the necessity for such 
vehicles to speed distribution of materials and to trans- 
port workers, the company is unlikely to experience any 
difficulty in obtaining needed raw materials due to the 
application of sanctions or priorities. Last year, White 
Motor earned $3.12 a share, but if everything goes along 
as anticipated, this year’s results will be a considerable 
improvement over those levels. 

Yet, despite the excellent prospects for the nearer 
term, White Motor’s common stock recently sold well 
below the net asset value of $23.52 a share indicated in 
the 1940 annual statement. Perhaps it is not generally 
realized that White Motor is over its period of compara- 
tive lassitude in which it found itself in depression years 
and is now well on the way to becoming one of the out- 
standing units in its field. On an earnings basis alone, 
the progress exhibited by the company should entitle the 
company to a better price earnings ratio than 5 to 1, 
which is approximately the prevailing figure. There are 
but 625,000 shares of common stock outstanding and 
these are the company’s only capital obligation. 

Instances such as these are not confined solely to 
companies engaged mostly in armament work. At the 
other end of the spectrum is the consumer goods industry 
and, even here, it is possible to pick outstanding com- 
panies whose shares are qualified. Perhaps the most 
direct opposite to heavy capital goods is textiles and the 
most expendable textile is clothing. Such things as shirts 
and similar garments require almost constant replace- 
ment and the speed of replacement increases in direct 
proportion to the rise in public purchasing power. Such 
companies as Manhattan Shirt Co. should therefore be 
greatly favored by current conditions and, in fact, cur- 
rent earnings indicate that such is the case. However, 
sharply better earnings have not as yet resulted in any 
general realization of the possibilities of the company 
and the industry in which it operates, with the result 
that recent prices of the common stock were very close 
to about half of the indicated net current asset value. 

The latest available balance sheet indicated that 
Manhattan Shirt had net current assets of approximately 
$5,000,000 or equal to about (Please turn to page 481) 





Net Current Assets vs. Recent Market Prices 
of Representative Company Shares 


Net Current Dividends 1941 Price 
ssets Pai Recent Range 
Company Per Share to Date Price High Low 
American Agric. Chem....... $21.91 $0.60 181% 1834-1438 
American Stores... . 12.58 0.25 11 1114- 9% 
MAME elicit sisecidek fers 9.00 0.30 9 914- 6 
Bigelow-Sanford............. 37.61 2.00 30 3014-2314 
WON MM oes ckicccaeks 16.44 0.15 7 7 - 4% 
Fe CMOS «5 rrr 92.66 ae 80 8134-43 
Chicago Mail Order......... 12.56 Bieta 8 814- 5 
Commercial Credit........... 29.22 0.75 25 31-21% 
Lima Locomotive............ 29.62 wees 28 30 -20% 
Mack Trucks....... 41.81 1.00 31 3334-2354 
Manhattan Shirt... . . rie 25.53 0.50 15% 16-125 
Mohawk Carpet Mills... . . . 21.70 1.00 17 17 -13% 
Oliver Farm Equipment 36.85 0.50 22 2334-13% 
Spiegel....... ales 10.29 0.45 6% 6%- 5 
White Motor............... 23.52 0.50 16 1754-12 














Stocks Selling Under Quick Assets 


Unusual Market Conditions Make Possible the Purchase 


of Many Representative Stocks at a Price Below Their 


Proportionate Share of Net Current Assets 


BY STANLEY DEVLIN 


/ a security should be selling at its net asset value 
or reported book value would not be unusual, for after 
all, the book value of any company is one of a number 
of standards of its indicated worth. But, when extraor- 
dinary influences are at work—such as those which are 
now prevailing—normal standards are forgotten with the 
result that many unusual situations develop. Among 
the unusual developments of recent years is the fact that 
many well regarded securities can be purchased, not 
only at their book value, but at a price that represents 
only the quick assets, such as cash, Government bonds 
and inventories after all current debts have been paid. 
In other words, in some instances it is possible to acquire 
all of the fixed assets of some of our best companies only 
by paying a price equivalent to the cash remaining in 
the till after the current debts of the company have been 
liquidated. 

And it is not as if such companies are in danger of 
near term extinction or that their future prospects are 
so drab that the owners are willing to sacrifice their 
interests for a small percentage of its demonstrable 
value. The real reason is most likely that market condi- 
tions as a whole compel those who must sell their shares 
for one purpose or another, to accept a price much below 
their intrinsic worth. The low prices cannot be taken as 
a reflection on the inherent possibilities of the shares sold, 
for many of the companies coming within this category 
have considerable promise for income and longer term 
appreciation. 

Take, for instance, the shares of that well known manu- 
facturer of farm equipment, J. I. Case Co. Case com- 
mon recently sold for 80, which represents a high price 
for this year, although the same shares sold well above 
450 during 1929. According to the latest available bal- 
ance sheet, Case’s net current assets were in excess of 
$28,000,000 or equal to about $92.66 a share on the 
194,960 shares of common stock which were reported to 
be outstanding at the end of last October. 

Case is very busy at this time making farm equipment, 
for which there is a strong and improving demand, is 
engaged actively in defense work as a subcontractor for 
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many machine parts, and is also manufacturing muni- 
tions for the Government on its own account. Last year, 
Case reported earnings equivalent to $3.45 a common 
share and this year, despite the fact that the usually 
important foreign business has shrunken considerably, 
it is confidently expected that the company will make a 
much better showing. Taxes will, of course, be an in- 
creasingly heavy drain on net income, but unless the 
law is changed to do away with present invested capital 
excess profits tax exemptions, Case will have no problem 
from that source. Last year it was indicated that the 
company’s invested capital was approximately $41,- 
000,000 and as such affords an effective buffer against 
the higher imposts. Apart from an issue of 101,825 
shares of preferred stock, the common shares are the 
company’s only outstanding capital obligation. 

The subject of a rising demand for normal products 
plus comparatively large war orders brings to mind 
another promising company whose shares are selling 
below their net current asset value. The company sug- 
gested is Lima Locomotive Works, one of the oldest of 
our locomotive manufacturers, even though lacking the 
size of its two greatest competitors. The 1940 balance 
sheet of Lima Locomotive indicated that the company 
held net current assets of better than $6,000,000 or 
equal to approximately $29.62 for each of the 211,057 
shares of common stock then outstanding. The stock 





THE MAGAZINE OF WALL STREET 











> has re 
> it was 


than 
denta 
oblige 
the b: 
currel 
liquid 
the sl 
Lin 
ing q 
distri 
was § 
dema 
has p 
to it 
shove 
soon 
order 
incre: 
cated 
tion 
furth 
to ag 
of tl 
inter 
amou 
oper: 
Th 
pany 
inast 
high 
factu 
milit 
treac 
as th 
can | 
to in 
facili 
finis] 
curr 
over 
othe 
the | 








uni- 
ear, 
non 
ally 
bly, 


in- 
the 
ital 
lem 
the 


the 











ie a cana — we, 





has recently been in an uptrend, but at the latest price 
' jt was still selling approximately 50 cents a share lower 


than the indicated net current asset value. And, inci- 
dentally, the common stock is the company’s sole capital 
obligation for while the company showed that it owed 
the banks $500,000 at that time, this sum was carried in 
current liabilities and was therefore considered to be 
liquidated in arriving at the net current asset value of 
the shares. 

Lima Locomotive Works is said currently to be operat- 
ing quite profitably. So much so that some dividend 
distribution is anticipated this year. The last payment 
was $1.50 a share distributed in December, 1937. The 
demand for locomotives is much better than that which 
has prevailed for the past ten or more years and added 
to it is the fact that the company’s power crane and 
shovel division is operating at a high rate. Delivery will 
soon be started on a $16,000,000 medium-weight tank 
order from the British Government and will help to 
increase second half earnings. By and large, it is indi- 
cated that the company is now in a much stronger condi- 
tion than in many a year and the outlook is for even 
further improvement. At any event, it is not difficult 
to agree with estimates of current earnings far in excess 
of the $0.41 a share reported for 1940. The lack of 
interim figures prevents accurate estimates of the exact 
amount but those familiar with the company and its 
operations predict 1941 earnings approaching $3 a share. 

Then, too, is the case of White Motor Co. This com- 
pany differs somewhat from the preceding examples, 
inasmuch as approximately 65 per cent of its current 
high output is for the U.S. Army. White Motor manu- 
factures the now famous “half trac” which is a high speed 
military vehicle whose rear wheels are similar to the 
tread of a tractor while the front wheels are the same 
as the more conventional truck. Currently, the company 
can make about 15 of these vehicles daily and is expected 
to increase the output substantially as newly constructed 
facilities become available. The company has already 
finished 2,915 vehicles of this sort for the army and is 
currently working on an order for 5,308 more. More- 
over, White is also manufacturing the motors for two 
other companies which are making similar vehicles for 
the Government. 

On the face of it, it would seem as if Government 
orders amounting to better than $51,000,000 would be 
ample to keep the company fully occupied to the ex- 
clusion of all other types of business. But such is not 
the case. Orders for buses, trucks and similar vehicles 
for non-military use continue to accrue in better than 
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average volume and because of the necessity for such 
vehicles to speed distribution of materials and to trans- 
port workers, the company is unlikely to experience any 
difficulty in obtaining needed raw materials due to the 
application of sanctions or priorities. Last year, White 
Motor earned $3.12 a share, but if everything goes along 
as anticipated, this year’s results will be a considerable 
improvement over those levels. 

Yet, despite the excellent prospects for the nearer 
term, White Motor’s common stock recently sold well 
below the net asset value of $23.52 a share indicated in 
the 1940 annual statement. Perhaps it is not generally 
realized that White Motor is over its period of compara- 
tive lassitude in which it found itself in depression years 
and is now well on the way to becoming one of the out- 
standing units in its field. On an earnings basis alone, 
the progress exhibited by the company should entitle the 
company to a better price earnings ratio than 5 to 1, 
which is approximately the prevailing figure. There are 
but 625,000 shares of common stock outstanding and 
these are the company’s only capital obligation. 

Instances such as these are not confined solely to 
companies engaged mostly in armament work. At the 
other end of the spectrum is the consumer goods industry 
and, even here, it is possible to pick outstanding com- 
panies whose shares are qualified. Perhaps the most 
direct opposite to heavy capital goods is textiles and the 
most expendable textile is clothing. Such things as shirts 
and similar garments require almost constant replace- 
ment and the speed of replacement increases in direct 
proportion to the rise in public purchasing power. Such 
companies as Manhattan Shirt Co. should therefore be 
greatly favored by current conditions and, in fact, cur- 
rent earnings indicate that such is the case. However, 
sharply better earnings have not as yet resulted in any 
general realization of the possibilities of the company 
and the industry in which it operates, with the result 
that recent prices of the common stock were very close 
to about half of the indicated net current asset value. 

The latest available balance sheet indicated that 
Manhattan Shirt had net current assets of approximately 
$5,000,000 or equal to about (Please turn to page 481) 





Net Current Assets vs. Recent Market Prices 
of Representative Company Shares 


Net Current a= * ae 1941 Price 
Assets Recent Range 
Company Per Share to Date Price High Low 
American Agric. Chem....... $21.91 $0.60 1814 1834-143/g 
American Stores............. 12.58 0.25 11 1114- 9% 
MTs occ cccse eee 9.00 0.30 9 94- 6 
Bigelow-Sanford............. 37.61 2.00 30 3014-2314 
a8 ceone el occu: 16.44 0.15 7 7 - 4% 
DO rer 92.66 eoee 80 8134-43 
Chicago Mail Order......... 12.56 Ser 8 B14- 5 
Commercial Credit........... 29.22 0.75 25 31-21% 
Lima Locomotive............ 29.62 sage 28 30 -20% 
ee 41.81 1.00 31 3334-2356 
Manhattan Shirt............. 25.53 0.50 151% 16-1256 
Mohawk Carpet Mills... . . . : 21.70 1.00 17 17 -13% 
Oliver Farm Equipment....... 36.85 0.50 22 2334-13% 
Gristle. ook cede ck vacances 10.29 0.45 614 6%- 5 
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New Profit Opportunities 


ereated by the war market ra \ 


phase now developing 


O that Forecast subscribers may take advantage of today’s special 
security situations . . . our analysts have selected 9 potential leaders 
to be bought on recessions: 


Trading Advices: 3 active stocks for market profit prospects 
average price under 40. Companies at peak capacity. 


Unusual Opportunities: 3 low-priced stocks selected for substantial 
pporti P 
percentage gains. Average price under 20. 


Bargain Indicator: 3 sound, dividend-paying common stocks for 
capital appreciation possibilities. Average under 35. 


As the next market recovery gets under way, these stocks can advance 
materially, reflecting new record peaks in Business Activity and 
National Income: stimulated also by the growing inflationary spiral. 


THE FORECAST Will Serve You 
. . . In Today’s Markets 


Our first step in serving you will be to help you gear your present hold- 
ings to today’s War Economy . . . to 1941 tax levies, inflationary trends 
and our Fifty Billion Dollar Defense Program . . . advising you what, 
in our opinion, you should hold . . . what to sell. You will then be 
able to follow a strategic market course over the short term and the 
longer term . . . through specialized programs kept under our con- 
tinuous supervision. 


THE Forecast will advise you . . . by mail and by telegraph . . . not 
only what to buy but when to buy and when to sell. Selection of special 
situations and accurate timing are fully recognized as essential elements 
to successful investment under today’s kaleidoscopic market conditions. 


Enroll with THe Forecast TODAY. You will be certain to receive 
our current and new recommendations as made ... when the best 
results are available. Your subscription will start at onee but date 
from September 15. 
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THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 
90 BROAD STREET Cable Address: Tickerpub NEW YORK, N. Y. 


I enclose (] $75 to cover a six months’ test subscription; [1] $125 to cover a full year’s subscrip- 
tion to The Investment and Business Forecast with service starting at once but dating from 
September 15, 1941. I understand that in addition to the telegrams I select, I will receive the 
complete service by mail. 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in 
eur Private Code after our Code Book has had time to reach you.) 


oO UNUSUAL Low-priced Common Stocks for Market Appreciation. One or two 
Rye whys = wires a month, on average. Maximum of five stocks carried. $1,000 
OPPORTUNITIES capital sufficient to buy 10 shares of all recommendations. 


oO TRADING Active Common Stocks for Short Term Profit. One or two wires 
a a month, on average. Maximum of five stocks carried. $2,000 capi- 

ADVICES tal sufficient to buy 10 shares of all recommendations. 
* BARGAIN Dividend-paying Common Stocks for Profit and Income. One or 

— # <1 7, " 

. m two wires a month, on average. Maximum of five stocks carried. 
INDICATOR $2,000 capital sufficient to buy 10 chares of all recommendations. 
Name ae issues oboe eee ee ee eee SEE OE IN s 655.50 se Fos dhe ss 
SE eee ee ee eee ee eR ey rr ee oe ee ET 
| UN TE ee nT en ea eee ety ee ok BEMtO wc cccccsccccecesnccl Aug. 9 


Continuous Consultation. Submit Your Securities for Our Latest War Economy Analysis. 








What Action to Take 
in Today's War Markets 


ORECAST service is geared to 

today's swiftly changing war 
markets . .. to help you safeguard 
your security capital and equity 
. . . to enhance its growth possi- 
bilities. 


During periods of irregular weakness, to- 
day's markets provide rare opportunities 
in special situations such as: 


—Common stocks . . . chiefly 
armament beneficiaries : 
where record-breaking order 
backlogs and new business pros- 
pects will materiatly offset taxes, 
leaving an excellent net for 
earnings and dividends. 


—Common stocks . . . usually low- 
priced . . . selected companies 
where expanding earnings are 
strengthening resources and 
financial status. 


—Preferred stocks with arrear- 
ages; also many others where 
market values have yet to move 
into line with earnings and yield. 


—Junior bonds because interest 
is paid before taxes. Many of 
these issues, now medium-priced, 
may near par because of vastly 
improved earnings. 


These are issues of the type which we 
are constantly endeavoring to uncover 
for our subscribers. They are advised 
not ony what to buy but when to buy 
and when to sell with all commitments 
kept under our continuous supervision. 
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Free Air Mail Service 


[] Check here if you wish Air 
Mail and it will expedite deliv- 
ery of our Weekly and Special 
Bulletins. This service is pro- 
vided FREE in such cases in 
United States and Canada. 


We serve only in an advisory 
capacity, handle no funds or se- 
curities and have no _ financial 
interest in any issue or broker- 
age house. Our sole objective is 
the growth of your capital and 
income through counsel to min- 
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Per capita Business Activity has recovered 
about 2% after a three-weeks' dip of nearly 
5% following the Fourth of July shut-downs, 
which were exceptionally prolonged this year to 
catch up on repairs that had accumulated dur- 
ing months of capacity operations. July aver- 
aged about 118, compared with 119.7 in June 
and 97.4 for July 1940. Without compensation 
for population growth this publication's index 
of business activity, with the 1923-5 average 
taken as 100, was around 138 in July, against 
140 for June and 113 during July of last year. 
Material shortages and inability of plants ope- 
rating at capacity to pick up at a normal sea- 
sonal rate were also in part responsible for the 
recent dip in our index. 

x ok x 


Should curtailment in production of consumer 
durable goods go as far as now expected in 
Washington while wages continue to advance, 
a considerable further rise in prices will be 
inevitable. Seventy per cent of the increase in 
national income during May over the like 
month of 1940 was accounted for by a 50% in- 
crease in factory payrolls resulting from 
wider employment and higher wages. Weekly 
wages of factory workers in May had a 16% 
greater purchasing power than a year earlier. 
If this money can not be spent for consumer 


(Continued on next page) 








CONCLUSIONS 


INDUSTRY—Increase in factory pay- 
rolls accounts for 70%, of rise in na- 





tional income. 







TRADE—Mail order houses will feel 
cut in consumer durable goods trade 
more than department stores. 






COMMODITIES—Prices 
proposed price control legislation. 


react on 


MONEY AND CREDIT—Circulation 
increase cuts excess reserves. Loans 
and investments of New York banks 


at new high. 








” 
« 
< 
a 
° 
a 


BILLION 


3 


BUSINESS CREDIT 


FEDERAL RESERVE 


DEMAND DEPOSITS 


TOTAL INVESTMENTS 


COMMERCIAL LOANS 


ae. aan 
BANK DEBITS? 


JFMAMJJASONOJFMAMJJASOND 
1940 1941 


t10 WEEK RUNNING AVER4SGE OF 140 


























Business and Industry 






























































Latest Previous Last 
ac ak eek a PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION (a)) July 156(pl) 156 121 
INDEX OF PRODUCTION AND Rentnnnh ammgene 7) 
a Rena Reser s cepa eerie _ . nb 7 durables it will be used to run up the cost of 
“ero a a aaa aaa i. can ona v4 necessities for the remaining 10% of our working 
eel ie 0: | ee 
heibiidion........... rtd 107 106 > obtaining wage increases and seldom have much 
Distribution to Con i Pye j 105 pe ‘ left over to spend on consumer durables. Union 
ne te te Sente Bees >see te 109 9 labor, a minority, will enjoy a rising standard 
-scssedsiateiadediits ste weg 101 89 of living at the expense of the great majority of 
WHOLESALE PRICES (h)....... rae 86.9 94.4 a unorganized working families. 
+ ~ * 
INVENTORIES (n. i. c. b.) . : . 
ORO ila liaise May 137.7 134.5 117.3 Farm income, which during May was 23% 
Te Co rn May 947 241 130 above last year, is also slated to rise faster than the 
Shipments................2005 May 185 178 116 cost of living; since the emasculated price control 
bill about to be submitted to Congress not only 
COST OF LIVING (d) omits wages but also sidesteps farm products. 
__ A) TES alee a Bic 88.5 87.4 85.5 New orders booked by manufacturers during 
2S SOE ae RS ae eee June 85.5 89.9 73.1 June were 70% above last year, but 2.5% smaller 
Housing..................... June 88.2 88.0 19.1 than in May. Month end inventories were 20% 
ROGENING Soiissscccecsgedarierbes June 713.6 73.6 84.2 larger than last year and 3% higher than at the end 
Fuel and Light................ June 86.7 86.4 86.8 of ~ ee a ere “oe 2% ae —H 
RIED 65 ASs ores sworn eee Jun 98.6 : / in May and 65% ahead of last year. During the 
Purchasing value of dollar....... a 113.0 Heri : “a “ — ~~. ga on. stocks 
isted on the New York Stoc xchange were 
NATIONAL INCOME (cm)j{....| April $6,744 $6,815 $5,965 8.2% more liberal than for the like period last 
CASH FARM INCOME} yet one a 12% increase in preferred 
ividends. 
es Marketing SEER ont swpisada May $748 $665 $592 ee yee 
ecg ee aga - <e an . sine a Department store sales in the week ended 
Prices Received by Farmers (ee)..| June 118 112 95 July 19, and for four weeks, were 23% above last 
Prices Paid by Farmers (ee)...... jaa 126 195 193 year, making a cumulative gain of 15% for the 
Ratios Pleas Riese to Prices year to date. Earnings for the first half were sub- 
NS Slay lini east e Tt | ei 94 90 17 stantially higher than a year ago. Stores are stock- 
ili ing up now to prepare against shortages and higher 
FACTORY EMPLOYMENT (f) prices later. Small retailers, judging by experience 
Durable Goods............... May 131.0 127.7 99.2 in England, are likely to be hard hit by the regi- 
Non-durable Goods........... May 118.7 117.8 105.6 mentation incident to an all-out defense effort. 
Mail order houses are concerned over the ap- 
FACTORY PAYROLLS (f)...../ May 141.9 134.8 97.8 proaching shortage in consumer durables, which 
RETAIL TRADE form a large slice of their business, and will con- 
Department Store Sales (f)...... ine 102 105 91 sg Oo nn and or — — | 
: ines. ay exports were below last year, 
Varisty Store Selee(3). oc Jume~=~=««138~=~* 137126 | compared with a 29% decrease for five months 
Rural Retail Sales (j).........-. June 163.2 161.8 137.7. | Mev imports declined 29%, against 18% for 
Retail Prices (s) as of........... May 98.9 98.9 92.8 five months. a HA oe 
FOREIGN TRADE 
Merchandise Exports}.......... May $385 $385 $324 Helped bya 36% increase in ¢oal production, 
Cumulative year's totalf to...... May 31 cl | rr ae TAAS carloadings have risen to 23% above last _— 
Merchandise Importsf.......... May 297 288 211 Heavy wr Astana ited = force the nace edad 
Cumulative year's totalf to...... May 31 Aad «> Wtsarens 1,082 end duplicating services, discontinue ere 
s d and even cut regular schedules. Rail labor is ex- 
RAILROAD EARNINGS pected to compromise on a 15% wage increase— 
Total Operating Revenues*®..... May $442,286 _......... $343,495 about $300,000,000 per annum. On this basis, 
Total Operating Expenditures*..| May 296590 asics 252,855 1942 net above taxes would be about twice as 
BRNOSES. co uitack<b aioe ce May Be TBA “esis 32,603 large as in 1940. This year’s earnings may be up 
Net Rwy. Operating Income*...} May BBG630 nase 47,408 200%. 
Operating Ratio %............ May *). 73.61 pe ae Wer 
BUILDING Contract Awards (k) Value of construction contracts awarded 
F. H. A. Mortgages........... June $539 Sono 0 Ss during the first half in 37 states east of the Rockies 
Selected Appraisalf........... May 147 151 129 totaled $2.5 billions, the largest in 11 years and 
Accepted for Insurancef........ May 95 88 80 57% above last year. Residential building rose 
Premium Paying{.............. May 65 60 54 37%. Engineering construction awards for 
Building Permits (c) the year to date are 109% above last year, with 
UL eles eee June 119 130 96 public awards up 138% and private 46%. The 
Maw Vow Git. i000. cs one June 16 13 19 rise in home building costs, amounting to 10% 
BRERAOS OT pue. ckaeaawsene June 135 143 115 in the past 12 months, is checking speculative 
= ~ construction. 
Engineering Contracts (En){..... June $589 $409 $253 
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a STEEL 
Ingot Production in tons*®.. .... June 6,801 7,055 6,657 The automobile industry has been notified 
< Pig lron Production in tons*®....| June 4,553 4,600 3,819 by both the OPM and the OPACS that it 
——— Shipments, U. S. Steel in tons*..| June 1,669 1,745 1,210 may proceed to turn out 600,000 passenger cars 
during the first three months of the 1942 model 
AUTOMOBILES year, beginning Aug. 1—about 80% of last year's 
Production rate; but to put its house in order to meet further 
PAGAL ES ooo cc Serer eis. ans bie.cse ee May 545,321 489,854 412,528 cuts after Nov. 1. Nearly all companies, except 
t of Total Ws€S' Months... ...65 6. May 31 S6OF Seca 2,176 Ford, have now ceased production of 1941 mod- 
cing Automobile Financing els. A few small high cost producers will fare 
vin NewWiGarsinn sic cclrcniie nnteacoles May $141 $136 $97 better on defense work. 
uch rec Gate ictwestoh cise oh ares May 107 99 73 * * * 
ion |} 4 
ard PAPER (Newsprint) Class | railroads installed 36,381 new igo 
/ of Production, U. S. & Canada * (tons).| May 376 367 414 cars during the first half, about the same fe ent 
Shipments, U. S. & Canada* (tons).| May 383 377 423 ors On July 1, 92,566 aang order, the argest 
Mill Stocks, U. S. & Canada * (tons).| May 188 195 222 backlog since 1923 and more than five times as 
many as last year. New locomotives installed 
i during the first half numbered 261, as against 180 
< , oe June 9,444 12,097 8,187 | in the like period last year. Backlog on July 1 
oa Withdrawn, Gals.*..............] June 7,215 «7,535. ~—« 8,331 |_ totaled 559, largest in 15 years, and 432 more 
es Stocks, Gals.*®....... 00.000 ese June 504,077 509,847 480,938 | than a year earlier. Production of railroad equip- 
1 : : : ‘ ment is being slowed, however, by delays in ob- 
as GENERAL taining steel, despite an A3 priority rating. 
le Paperboard, new orders (st).......| May 572,522 580,038 517,291 ek. 
1% Railway Equipment Orders (Ry) June production and shipments of Portland 
Rar Locomotive Ree rae ee Eanes June 140 128 31 cement were 22% above last year. Stocks on 
een Rlerght Gare: oc. cr. cs erersslera.s 015 | June 29,799 26,334 4,235 July 1 were 9% lower than a year ago. Lumber 
the Prins Cars. REE CASAC CES May 32 33 16 orders during June were 31% above last year. 
he igarette Production. seen e eens | June 18,499 17,858 17,565 Paperboard production in July was about 22% 
is Bituminous Coal Production * (tons). | June 43,090 43,400 32,400 | above last year. 
sit Commercial Failures (c)........... | June 970 1,119 4194 | 
ed a ee er ar nn Fan ET — — —————— —_——— ss a SS = oe 
WEEKLY INDICATORS 
ed ee Latest Previous Year 
ss Date Week Week Ago PRESENT POSITION AND OUTLOOK 
he ———— A = “ Seiad pt rn rn rinieiaadnbeabanianabeasvemacantneens eo — 
‘. M. W. S. INDEX OF BUSINESS| | , ? 
ke ACTIVITY 1923-25—100...... |_ July 26 117.8 116.1 97.5 Electric power output continues to expand at 
__"__| no more than the normal seasonal rate, with the 
oi ELECTRIC POWER OUTPUT margin of increase over last year dropping to 15%. 
i Cs elt (eae ne rn eae | July 26 3,184 3,163 2,761 The Federal Power Commission fears that civilian 
: | consumption will have to be cut drastically if de- 
mt. bay tng ianane | fense needs reach the high level expected. The 
a ~ oadings, total................ | July 26 897,399 899,370 718,489 S E Crules that reorganized utility systems must be 
: ng SRP Soe arte rca Ts meer eee | July 26 55,277 61,396 46,467 confined to adjoining states. The Senate sub- 
: =~ : a - Ba aires ctoloree: note eee | July 26 168,826 167,956 122,138 committee is reported to have approved establish- 
e orest Products... . Settee eee | July 26 47,441 44,174 36,071 ment of a wire monopoly through Western Union- 
r, Manufacturing & Miscellaneous....| July 26 367,972 366,566 277,022 | Postal Tele h 
! graph merger. 
s. L.C.L.Mdse..................| July 26 155,996 154,689 148,076 | 
r | | ¥ 
— or bei July 99 23.6 03.6 99.61 | Defense is now absorbing about 60% of the 
| chase” Rothesay taal a { eee 61 61 5 | nation’s steel output—in some lines up to 830%— 
Scrap S per ton (Mi). ..ss-c.- occ0 | July 29 19.17 19.17 18.17 | "Sie - Age . 
7 Sie ty Ib. (m) | July 99 9.96 9.96 9 961 | and remaining supply available for civilian use is 
a | ee wee eee eer eee ey nate 261 -261 -261 | rendered uncertain by growing shortage of scrap 
| STEEL OPERATIONS | and conflicting priority ratings. Freight car and 
d | % of Capacity week ended (m)... | July 23 99 99.5 60.0 | pipe line builders with a “high” (A3) rating, are 
: — ja | really at the end of a long waiting list. Meanwhile 
‘ CAPITAL GOODS ACTIVITY | earnings are running so far above last year that 
(m) week ended................ | July 26 126.7 123.2 84.3 | there is no longer any talk of seeking price in- 
PETROLEUM | creases to offset recent wage advances. 
D | Average Daily Production bbls.*..} July 26 3,870 3,676 3,690 a 
Crude Runs to Stills Avge. bbls.*..| July 26 3,920 3,805 3,481 Consumption of petroleum products along 
Total Gasoline Stocks bbls.*...... July 26 86,945 87,920 89,937 the eastern seaboard may be cut at least 15% 
j Fuel Oil Stocks, bbls. * ur acs eee July 26 93,855 93,091 105,894 owing to withdrawal of 100 additional tankers. 
‘ Crude—Mid-Cont. $ per | | eee July 26 .4T Et? 1.02 Stringency will not be relieved until new pipe line 
Crude—Pennsylvania $ per bbl....} July 26 2.23 2.23 1.48 from Texas is completed next April. 
Gasoline—Refinery $ per gal...... July 26 .085 .0825 .06 
TMillions. *—Thousands. (a)—Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated 
long term trend. (c)—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. 
(e)—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (En)—Engineering News-Record. (f)—1923-25—100. 
(g)—Chain Store Age 1919-31—100. (h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. (k)—F. W. Dodge Corp., (m)— 
Iron Age. (n)—1926—100. (n. i. c. 6.)—Nat. Ind. Conf. Bd. 1935-39—100. (p)—Polk estimates.(pc) —Per cent of capacity. (pl)— 
Preliminary. (r)—Revised. (Ry)—Railway Age. (s)—Fairchild Index, Dec., 1930—100. (st)—Short tons. 
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Fluctuations in commodity prices over the past fortnight 
have been largely in response to two major developments— 
—critical events in the Far East and in the introduction in 
Congress of price control legislation. Of the two, the latter 
appears to carry the more immediate significance. As was 
generally expected, farm products were exempted as were 
wages, and price control as proposed affects only industrial 
prices. At the last minute, provision for control of installment 
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CcCOTTO 

Price cents per pound, closing 
CO eee 
December....... 
OSS ere 

(In bales 000's) 

Consumption, U.S... 

ERDONE WIS BRE. 6065.05 0 ons sees 

Total Exports, season Aug. 1 to.... 

Active Spindles (000’s)....... 


WHEAT 
Price cents per bu. Chi. closing 
SEDIEMIRL. .<.- os 005 40%. 
NINES Sse 5 so yoo oe 
Exports bu. (000's) since July 1 to. 
Exports bu. (000’s) wk. end...... 
Visible Supply bu. (000’s) as of ... 
Gov't Crop Est. bu. (000’s).... 
CORN 
Price cents per bu. Chi. closing 
ES ee poner , 
DRE Sigh ni co eb eoes 
Exports bu. (000’s) since July 1 to. 
Visible Supply bu. (000’s) as of... 
Gov't Crop Est. bu. (000’s)....... 
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Aug. 
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Aug. 
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Aug. 
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Latest Previous Year 
Wk. or Mo. Wk. or Mo. Ago 
| 
4 16.95 17.26 9.41 
4 17.12 17.39 9.28 
4 17.60 17.91 10.16 | 
875 919 565 | 
1 7 5 26 
1 891 884 6,076 
22,992 22,980 21,955 
4 1.08% 1.07% 15% 
4 1.1144 1.0914 153% 
26 14,101 11,286 11,409 
26 2,815 2,546 3,546 
26 189,652 176,825 146,294 
1923613... .... 816,698(ac) 
4 16%, 716 60 
4 19% 18% 56 
26 967 498 3,768 
26 39,861 42,076 24,711 
1 DQSGR OP recees 2,449,200(ac) 


July 





Cotton. Cotton prices last week experienced 
the widest fluctuations in more than six years. 
The President's message to Congress urging the 
enactment of price control legislation was re- 
sponsible for a drop of $5 to $6.15 a bale in cot- 
ton prices. By the end of the week, however, 
when it became apparent farm commodities would 
be virtually exempt from the provisions of the 
legislation, prices recovered and at the week's 
close the net loss averaged about $1.50 a bale. 

+ * > 

Wheat. Prices moved erratically, if not as 
spectacularly as in the case of cotton, and at the 
week's close showed net gains of 114 to 234 
cents—a new four-year high. Short covering was a 
factor, when it became known that no ceiling 
would be placed on grains under 110 per cent of 
parity. This would mean a farm price of about 
$1.30 a bushel. Reports of crop conditions were 
on the whole favorable and total supply of wheat 
this year will be of record proportions. 

* * * 


Corn. Prices moved upward upon the an- 
nouncement that the Government would sell corn 
at terminals at 73 to 77 cents a bushel compared 
with 69 to 75 cents a bushel previously. Private 
crop estimates have been revised sharply upward. 
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credit was eliminated. As the measure now stands, the 
farmer is guaranteed that agricultural prices will not be fixed 
at less than 110 per cent of parity, and the farmer is also 
given his choice of accepting the price which prevailed on 
July 29, in the event the latter is the higher of the two, 
Even so, reports are that the farm bloc still regards the 
legislation as "too rigid." One thing is clear, however, and 
that is that the bill faces a knock-down and drag-out fight. 
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revious Year 
pie Gs ee PRESENT POSITION AND OUTLOOK 
R Copper. New regulations providing complete 
COPPE ‘ Ib Government control over all copper supplies are 
pees woes Gear's. ‘ P expected to be issued by the time this is printed. 
Domestic Peano Ee I EN, Aug. 2 12.0 12.0 11%-11%4) Al] copper users must present requests for supplies 
Refined Prod., Domestic*......... June 88,560 89,390 86,077 to ORM which will leene estedth ealiamn 
Refined Del, Domestic®.; sean June 115,097 144,993 61,716 Se ge 
Refined Stocks, Domestic*........ June 98,164 93,076 199,586 Read, July eliccetions bu Niele’ Rises 
Copper Sales, Domestic*.........} July sg... 80,143 58,495 Co., of on Mh and Canadian lead totaled 
ee a | aa Soa —————| 22,000 tons, most of which, however, will be de- 
"| TIN livered this month. Demand by all classes of con- 
|| Price cents per Ib., N. ¥.......... Aug. 2 53 55.0 52%! sumers continues to outstrip supplies. 
Tin Plate, price $ per box......... Aug. 2 5.00 5.00 5.00 x <<, 
World Visible Supplyt as of...... June 30 38,600 40,777 31,869 Tin. Japan's move into Indo-China was ac- 
U. S. Deliveriest..............-. June 14,880 10,490 9,225 companied by sharply advancing tin prices. 
U. S. Visible Supplyt as of ....... June 30 28,645 32,766 22,962 Commissioner Henderson warned that ceilings 
[_—_—_—_—_——— eee! See se might be imposed and indicated that 50 cents 
LEAD was a fair price. 
Price cents perlb., N. ¥.......... Aug. 2 5.85-5.90 5.85-5.90 5.00 ~ A 
SS VIGMUGUONT « <...o5.s vice wccoes June 48,224 60,504 42,306 Zine. The emergency pool for August was 
BES SulNGHte . o5-<%s-. cee sow ous June 57,969 69,382 49,904 set at 27 per cent of June production. In the 
Stocks (tons) U. S., as of.......... June 30 24,625 34,018 55,343 two preceding months the quotas were 22 per 
a ee —. —| cent. 

ZINC | ee 
Price cents per Ib., St. Louis....... Aug. 2 7.25 7.25 6.25 | Silk. Stocks of raw silk have been frozen and 
RES. PiGUueHOn . ..cc3 cos ceeess June 62,236 64,645 48,213 processing has been limited to levels set during 
Mi Oo SHIIDIGNIES . 52s ras serciee June 63,159 63,604 53,935 the week ended July 26. Deliveries of raw silk 
Bioeks UE Se AsOle & visceeine'se ce re June 7,404 8,327 66,907 except from ship to importers can be made only 

_—_—_—$_____—— — —$—$—$$ $ | _| on authorization of Director of Priorities. Hosiery 

SILK mills face serious shortages and may be forced to 
Price $ per Ib. Japan xx crack... . .| Aug 2 «2. 3.57-3.62 2.531%| suspend operations. 

Mill Dels. U. S. (bales).......... June 24,251 22,440 17,307 . ‘a 
Visible Stocks N. Y. (bales) as of..| June 30 53,436 50,341 41,822 Rayon. Rayon producers will be required 

—_—_——————— naimeiamhk Samuaian —— eee : to set aside a portion of yarn stocks for allocation 

RAYON (Yarn) | | among hosiery and other manufacturers of silk 
UGS COMMEND kc. os6i0 is 0,500.5 000 | Aug. 2 53 53 53 | products, in accordance with an order issued by 
Consumption (a). .<.. s ove ss.0e | June 39 40 31 | OPM. This is an attempt to avert complete dis- 
Stocksias OF CA) = ois-0.5.0:0/s-0.000: 5s 4:0 0s | June 4.3 5.8 1.3. | location of the silk weaving industry. 

| * * * 

WOOL Wool. Government estimates that 1941 do- 
Price cents per Ib., Boston, raw fine.| Aug. 2 1.06 1.06 98 mestic production of shorn wool will be just 
Consumption, period ending (a)....| May 31 41,032 46,970 17,064 under 400,000,000 pounds, the largest on record 

ae —|—___—_———— oe and 3% above 1940 and 9% above the ten-year 

HIDES | | average. 

Price cents per Ib., Lt. Chic....... Aug. 2 15.0 15.0 10% a 5 

Visible Stocks (000's) as of ....... May 31. 12,898 13,016 12,406 Hides. Price ruled firm but market activity 

No. of Mos. Supply as of........ May 31 5.68 5.87 7.23 was dull. Packer offerings were ignored by 

Boot and Shoe Production, Prs.*...| June 40,000 41,087 28,121 | tanners, apparently in the hope of somewhat lower 
sy —— - . quotations. 

RUBBER ee 
Price cents Dem... 6. e.006 eee Aug. 2 23.0 23.0 19.87 Rubber. Rubber Reserve Corp., in view of 
NORE AO OM cccc:tco'ns aera cie aes June 65,093 101,404 53,889 the Far Eastern developments will doubtless speed 
Consumption WU. S.foses sesce's oo June 84,912 71,365 47,834 up its buying program. Meanwhile domestic 
BIOEUSIU O57 SS Ol. sci incacesistcrcen June 339,108 359,234 154,313 manufactures continue to await announcement 
Tire Production (000’s)........... June 6,363 6,073 5,131 from Washington concerning prices at which 
Tire Shipments (000's)............ June 7,664 7,732 6,803 they can purchase crude rubber. 

Tire Inventory (000's) as of........| June 30 7,079 8,373 8,871 a Ps 
— —-- Cocoa. Market dull, awaiting price and quota 

COCOA | rulings. Inasmuch as current prices are well below 
Price cents per lO........ 0a. 50 | Aug. 2 7.87 8.04 4.09 the averages for the past 21 years, price ceilings 
Atrivals (bags 000's) Jan. 1 to.. ..| July 24 3,486  ...... 2,228 may not be immediately set. 

Warehouse Stocks (bags 000's)....} July 26 UF, ee 1,112 Re Or ae 
—- —— : Sugar. The past week was marked by strength 

COFFEE in both world and domestic raw prices. Higher 
Price cents per Ib. (c)............ | Aug. 2 1314-1 1214-4 654-7 prices of refined appeared imminent. The De- 
Imports, season to (bags 000's)....| July 1 14,026 12,762 13,878 partment of Agriculture has set the domestic 
U. S. Visible Supply (bags 000's)..; July 1 1,486 1,640 1,408 consumption quota at 8,006,836 tons, an increase 

— . : of 379,273 tons. 

SUGAR | + = 

Price cents per Ib. Co¥fee. Brazil advanced minimum export prices 
Te Ne WPein Beha Ge es cee Aug. 2 3.65 3.55 2.63 11% to 11% cents a pound. It is expected that a 
Refined (Immediate Shipment)...} Aug. 2 5.20 5.05 4.20-4.35 statement of price policy will shortly be issued 
U. S. Deliveries (000's)*.......... 1st 5 Mos. ae 2,461 by OPACS and the Coffee Board. Buyers in the 
U. S. Stocks (000's)* as of (rr)... . . May 3 Se és axie 2,247 meantime are holding off. 
t—Long tons. *—Short tons. (a)—Million pounds. (ac}—Actual. (c)}—Santos No. 4 N. Y. (p}—Preliminary. (rr)—-Raw and 
tefined. *—Thousands. NA—Not available. 
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Latest Previous Year 
Date Week Week Ago COMMENT ' 
INTEREST RATES | | : 
Time Money (60-90 GAYS) ..5.40 50 Aug. 10 : 14% , 4% P 4% A sharp increase in currency circulation was | 
en ee a : Yo- Mh Yo- ne Yo- n% chiefly responsible for a decline of $20,000,000 | 
Se he nee ies sie ug o o To in excess reserves. The increase of $63,000,000 | 
Re-discount Rate, N. Y........... Aug. 10 1% 1% 1% in currency circulation brought the total amount | 
CREDIT (millions of $) of money in use up to $6,697,000,000, or within 
Bank Clearings (outside N. Y.)..... July 24 3,379 3,711 2,837 | $7,000,000 of the previous high mark, set on 
Cumulative year’s total to......... June 30 15,568 ~........... 11,907 July 2. Gold stocks increased $9,000,000 in 
Bank Clearings, N. Y............. July 24 2,741 3,399 3,065 | the latest week. 
Cumulative year's total to......... Sune"30' 45/8830 3... 12,334 
F. R. Member Banks | + 835 
Loans and Investments.......... July 23 28,646 28,577 23,947 | | 
Commercial, Agr., Ind. Loans...| July 23 6,011 5,988 4,462 ; ; 
Siieieees July 23 461 505 A11 _ Another new high was set in total loans and | 
met wit Gas.......... July 23 11,991 11.985 9,452 — of New a Member —_ 
Invest. in Gov't Gtd. Securities... 302 3,991 2,419 the most recent week showing an increase o 
Other Secutities............... ae ss ae ae 3,562 | $87,000,000. Loans were up $28,000,000, 
Demand Deposits.............. | July 93 24.381 24,960 20,984 with commercial borrowing contributing $1 8,000,- 
Time Deposits..............-. July 23 5.414 5.416 5,314 _ — oe — = 7 
New York City Member Banks | See OW NORD eA entire ine en ea ae 
Ted nie tads |... | July 30 11,983 11,896 9,489 the move. A rise of $53,000,000 in holdings of 
Comm't, Ind. and Agr. Loans....| July 30 2.318 2,300 1,698 other securities made the principal contribution 
ii tbees .......... os July 30 339 333 302 | to the increase in investment portfolios. 
Invest U. S.'Gov's............... | July 30 5,241 5,134 4,059 | 
Invest. in Gov't Gtd. Securities...| July 30 1,846 1,847 1,289 | 
Other Securities............... | July 30 1,391 1,338 1,353 es 
Demand Deposits..............| July 30 11,100 11,088 9,753 | 
Time Deposits.................| July 30 757 745 687 | On August 1, the Treasury began the sale of 
Federal Reserve Bank | two series of U. S. Treasury Tax Notes. These 
Member Bank Reserve Balance.... July 30 13,097 13,117 13,498 notes are expressly designed not only to raise 
| Money in Circulation. ......... July 30 9,697 9,634 7,883 | money, but to siphon off a part of public pur- 
SOIINOEK soo oscc eines ia waated | July 30 22,673 22,664 20,462 | chasing power. Notes will be purchased largely 
Treasury Currency. ............ | July 30 3,163 3,161 3,024 | by individuals and in view of the fact that they 
Treasury Cash................. | July 30 2,330 2,320 2,249 | can be used for collateral against loans, there 
| Excess Reserves............... | July 30 5,160 5,180 6,510 | should be no expansion in banking deposits as 
[ | rar Tilia Was | result of their sale. As a means of setting aside 
| NEW FINANCING (millions of $) | Month Month Ago | funds in anticipation of income tax payments, 
| COMBO x és -05-sneocaveev eee hints 9204 261 112 | both — are attractive for large and small tax- | 
New Capital.................. June 1 64 Qo | Searceronse: 
| CHITIN 5 «6 sivadiacs sv aede seu June 113 197 102 | 
| 
| THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
j= ——~ ——— 
1941 Indexes 1941 Indexes 
No. of 
Issues (1925 Close—100) High Low July26 Aug. 2 (Nov. 14,1936 Close—100) High Low July 26 Aug. 2 
| 290 COMBINED AVERAGE... 56.9 46.3 55.7 56.7 100 HIGH PRICED STOCKS... 60.10 51.01 58.54 >. 
| 100 LOW PRICED STOCKS.... 48.83 37.78 46.68 48.83 
4 Agricultural Implements.... 99.9 72.2 99.8 97.5 | 3 Liquor (1932 Close—100).. 149.7 111.5 149.7h 148.5 
9 Aircraft (1927 Cl—100)... 183.9 137.1 177.7 180.7 | oe 2 0 aie 111.9 88.0 102.3 101.2 | 
4 Air Lines (1934 Cl—100). 314.1 198.9 260.6 243.7 | OMe Order: 6. ese aes 15.6 (64.3 69.7 ‘67.6 
6 Amusements.............. 29.1 208 266 29.1H| AWMeat’ Packing. ..0..0c..54 S82 40i3 50:6 50:0 
14 Automobile Accessories. 95.7 74.8 86.5 889 || 11 Metals, non-Ferrous........ 138.6 109.5 129.8 133.2 | 
13 Automobiles............. 14:4 7:5 9.1 9.5 | SMEMIBCH frie Aina eres Als lacie 14:2 120° 414:9h 13:9 | 
3 Baking (1926 Cl.—100).... 10.7 iS r bas a4 OAMPeOICUIN : .< ox esioeleeGics as 86.1 67.4 86.1h 85.3 | 
3 Business Machines......... 104.6 86.5 104.3 104.6h 416 Public Wulities..). 6206.10 a 38.6 23.3 27.0 266 
2 Bus Lines (1926 Cl.—100).. 64.3 a3:9 55:5 56.8 3 Radio (1927 Cl.—100)..... 9.9 6.7 Got 8.7 
BEMIIERIS suis 6)06.dneeahas 165.5 135.5 165.5h 162.6 9 Railroad Equipment........ 48.0 36.3 45.4 45.4 
18 Construction.............. 26.1 19.5 95.2 96.0 SMRMUNONGS recs see As 11.6 > AO  1456h 
DS SO MAINGIS s 5:5 6:04:04 00 0.0004 203.7 166.0 191.1 191.6 RAMEN 25.29) oie ce hare ss cies dak epee 2.9 sa 29H 2.8 
10 Copper & Brass........... 88.8 68.8 85.2 84.3 DO SHIPOUNGING?. 255.5) sass « 129.7 102.3 129.7F 124.1 
2 Dairy Products............ 976 955 974 276 jbo OSS | ct a rr 82.6 62.8 76.1 75.0 
6 Department Stores......... 29:3 16.7 915 2234 72 So enon ener eee 34.8 17.55 34.7 34.8H | 
6 Drugs & Toilet Articles..... 39:7 «31.1 9380. Bo2 72S) 1S) TU ee eae eee eae 189.8 161.0 188.0 189.8E 
2 Finance Companies........ 182.3 134.8 145.1 147.8 3 Telephone & Telegraph..... 41.6 33.2 39.2 41.6h 
T TODGIADOS 6 60%0.5 6:650.0:000.8. 92.0 74.9 90.5 92.0h TSC [SS ie ar eae eee er 48.5 33.0 464 46.3 | 
DF 0d Ils; 0204655 cews a 45.2 36.7 43.5 42.8 Shires eomubber.. 5) .c.6 5s 13.0 9.5 12.2 13.0h 
ws ee eee a2: ~336° 375° 33:8 AMMIGIADOO 25.5.0 hs hoe eo 73.7 621 698 69.9 
2 Gold Mining............. 703.8 587.6 652.9 671.5 S Watiety Stores 5 6.606% 6 6.5 213.7 184.8 206.4 207.2 
6 Investment Trusts.......... 19.2 151 17:9 1810 19 Unclassified (1940 Cl—100) 105.7 86.3 103.9 103.7 
E—New HIGH since 1934. F—New HIGH since 1933. H—New HIGH since 1939. h—New HIGH this year. 
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Stocks Selling Under Quick 
Assets 





——— 


(Continued from page 473) 


$25.53 a share of common stock. 
This compares with recent sales of 
the stock at a price of 1334. Earn- 
ings hold no clue as to why the 
shares should be selling in that ratio 
to current assets. For the first six 
months of the company’s fiscal year, 
which ends November 30, the indi- 
cated earnings were equal to $1.10 
a common share as compared with 
40.84 a year ago. On that basis, 
it is reasonable to expect the full 
year to produce approximately $2.50 
a share even should there be no 
further improvement in the com- 
pany’s business. There should be 
no trouble from prices for raw mate- 
rials or materials sold, for the com- 
pany has always been able to adjust 
selling prices to costs without any 
great difficulty. Earnings, even in 
years of retarded business activities, 
have been relatively stable, with the 
result that excess profits taxes are 
not expected to be burdensome. 
There are only 208,106 shares of 
capital stock outstanding and they 
possess an excellent earnings lever- 
age after a certain point has been 
passed. Moreover, while it is likely 
that the company will receive some 
defense orders—although none have 
officially been reported—the nature 
of the business is not such that a 
sudden decline in defense activities 
would place undue restrictions on 
operations. 

The same increase in consumer 
buying power which favorably af- 
fects the future prospects of Man- 
hattan Shirt Co. should materially 
assist Chicago Mail Order Co., a 
more humble, but none the less 
profitable, operator in the retail 
merchandising field. Chicago Mail 
Order common stock recently sold at 
about 64% as compared with a net 
current asset value of approximately 
$12.56 a share. This company sells 
mostly through its catalogue, al- 
though it recently has been experi- 
menting in direct sales through the 
use of “catalogue stores” and one 
trial retail outlet. The greatest part 
of the company’s business is done 
with customers in the low income 
class—particularly in the South and 
rural areas—but these same cus- 
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tomers are now receiving better in- 
comes than in many years past. 
Larger items are sold on deferred 
payment plans but the company 
maintains that its losses, due to an 
ingenious credit system, have been 
low and collections should be par- 
ticularly encouraging at this time. 

Although the market price of the 
shares is relatively modest, earnings 
in recent years have been satisfac- 
tory. Last year, the company re- 
ported net income equivalent to 
about $0.92 a share as compared 
with $0.90 a share in 1939. Current 
indications are that this year earn- 
ings will exceed $1 a share by a small 
margin. Last year, the company 
paid a dividend of $0.25 a share as 
compared with $0.25 a share paid 
quarterly in 1939. The quarterly 
rate has’ not as yet been restored, 
but earlier in this year it was said 
that the matter would be considered 
later in 1941. It is possible in view 
of current earnings prospects that a 
dividend of at least $0.50 a share will 
be paid this year even if the earlier 
$1 yearly rate is not again imme- 
diately restored. 

There are many more instances 
such as those just commented upon. 
Only a partial list will be found in 
the table at the beginning of the 
story. The ones commented upon 
are not particularly recommended to 
the exclusion of the others but have 
rather been more fully described as 
examples of the various attractive 
issues which may be found in the list. 





For Profit and Income 
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tified with defense may be accorded 
a greater measure of investor and 
trader respect. 


B. F. Goodrich 


The showing of B. F. Goodrich for 
the first six months of this year was, 
to say the least, an impressive one. 
The company reported a net profit 
of $6,646,033, after depreciation, 
Federal income and excess profits 
taxes and a contingency reserve of 
$1,000,000. Allowing for preferred 
dividends, earnings available for the 
common stock were equal to $4.31 
a share. In the same period a year 
ago the common shares earned the 
equivalent of 26 cents each. The 
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current year produced the most 
profitable six months in the com- 
pany’s history. Despite this, how- 
ever, the common stock, at recent 
levels, was selling less than five times 
six months’ earnings. ‘The current 
yield on Goodrich 5% preferred 
stock is better than 7.5 per cent. 
The explanation in both instances is 
in all probability to be found several 
factors of uncertainty in the com- 
pany’s earnings prospect over the 
months ahead. Prices of both crude 
rubber and cotton, the company’s 
principal raw materials, have risen 
substantially and wages and salaries 
likewise have moved upward. To a 
degree, however, these cost items 
will be absorbed by the recent in- 
crease of 5 per cent in the prices of 
replacement tires and tubes, granted 
the industry by OPACS. Some 
measure of the importance of this in- 
crease may be found in the fact that 
replacement business accounts for 
about two-thirds of the industry’s 
volume. Actual outbreak of war 
in the Far East might hamper rub- 
ber shipments, but as yet the indu- 
try is not particularly worried. Sup- 
plies of crude rubber on hand are 
understood to be quite sizable. 





War Atlas of Industry 
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quarter gain, on the same basis of 
comparison, at about 75 per cent. 
Composite earnings for the second 
quarter, despite higher taxes, were 
270 per cent of the quarterly average 
of 1935-1939 and our tentative third 
quarter projection puts this figure to 
292 per cent. 

The paper industry boomed on 
speculative inventory buying imme- 
diately on outbreak of war, experi- 
enced a second speculative wave on 
German conquest of Norway and 
now is cashing in on solid domestic 
activity. Volume for the second 
quarter is about 40 per cent above 
the 1935-1939 average and will ad- 
vance but modestly for the third 
quarter since not much capacity is 
left to be taken up. Reflecting higher 
taxes, more and more volume is re- 
quired to maintain earnings gains. 
Thus our index of composite earn- 
ings for the second quarter is 400 
per cent of the 1935-1939 average, 
but is under peak figures of the 
fourth quarter of 1939 and the sec- 






ond and third quarters of 1940, 
Even so, earning power throughout 
the war period has been abnormally 
high, which is why paper stocks as a 
class are priced at rather cautious 
price-earnings ratios. 

The baking industry in the aggre- 
gate is in the “war casualty” class, 
having no prospect of volume gains 
sufficient to offset higher costs and 
taxes. It is, therefore, not surpris- 
ing that the trends shown on the 
accompanying chart are not at all 
impressive. Volume is but modestly 
higher than for the 1935-1939 aver- 
age period and composite earnings, 
despite somewhat erratic fluctua- 
tions from quarter to quarter, seem 
in a general downward trend. 





Food Companies Hit by 
Higher Taxes 
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flecting good sales and higher aver- 
age prices in the domestic market. 
The new Puerto Rican land law con- 
fuses the outlook for producers in 
that area, since enforcement would 
result in a substantial reduction in 
acreage and would also eliminate 
certain benefit payments, which have 
bolstered earnings in the past. Pro- 
ducers in Cuba and the Dominican 
Republic face difficulties arising 
from a poor world market resulting 
from the British blockade, though 
Cuban producers will enjoy the ben- 
efits of larger sales here. In sum, 
better earnings are expected for the 
entire sugar industry this year, as 
compared with 1940, though few 
dividend changes are likely. 





The Oil Stocks 
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Other subsequent reports will show 
a similar trend but what should be 
remembered in evaluating them is 
that subsequent reports will contain 
the results of the peak consumption 
season wherein sharply higher con- 
sumption of petroleum products 
should materially assist in either 
overcoming the adverse difference in 
6 months’ earnings or materially in- 
crease the margin of improvement 
already shown over earnings of a 
year ago. (Please turn to page 486) 
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For the Business Man 


ALLENBY: A STUDY IN GREATNESS 
GENERAL SIR ARCHIBALD WAVELL 
Oxford University Press. 312 pp. $3.50. 

A very opportune biography of a famous soldier by the 
former Commander-in-Chief of the British Middle East forces. 
Many historic names of persons and places fill the book. He 
had a terrific temper but he was never unjust. The reader is 
given an intimate look at the officers and the part they play 
in society. 


AMERICAN FARMERS in 


THE WORLD CRISIS 
CARL T. SCHMIDT 
Oxford University Press. 345 pp. $3.00 

Captain Schmidt gives us the reasons for the current per- 
plexities besetting agriculture today. The book deals with 
crop control, soil conservation, and restoration of foreign mar- 
kets—to mention just a few things. The farmers play an 
important part in our government, and the writer has pre- 
sented his ideas in a competent way. 


BLOOD, SWEAT AND TEARS 
WINSTON S. CHURCHILL 
G. P. Putnam's Sons. 462 pp. $3.00 

A collection of Mr. Churchill’s speeches from May, 1938, to 
the present. It deals with the handing over to Eire of the 
Treaty ports. Munich and Prague play their mournful parts. 
We have speeches by the author as First Lord of the Ad- 
miralty and later as Prime Minister. England’s man of the 
hour has a style of writing, that makes the reader visualize 
bands playing and flags flying. Well worth reading. 


CANADA FIGHTS 
Edited by J. W. DAFOE 
Farrar & Rinehart. 280 pp. $2.00 

A very well written account of Canada’s war effort. The 
arming and training of men for the army, navy and airforce 
was a tremendous problem, for Canada on the eve of war was 
an unarmed nation. An interesting thing to note is the fact 
that Canada is paying for the war out of her own pocket, and 
thus far without inflation. 


PREPARE FOR PEACE! 
HENRY M. WRISTON 
Harper and Brothers. 275 pp. $2.50 

The author advocates the establishment of a Peace college 
under the Department of State. To obtain a decent world or- 
der, adequate preparations for peace are necessary. It refutes 
the charge that democracy must go totalitarian to defeat 
totalitarianism. 


FISCAL POLICY AND BUSINESS CYCLES 
ALVIN H. HANSEN 
W. W. Norton Co. 462 pp. $3.75 

The author deals with the problems of the depression, 
partial recovery and the war and their relationship to Ameri- 
can fiscal policy. Professor Hansen writes of our defense 
program and of post-defense and post-war problems. A book 
to be read by anyone interested in our national economy. 


LET NO WAVE ENGULF US 
FRANK ALTSCHUL 
Duell, Sloan and Pearce. 60 pp. $1.00. 

Mr. Altschul presents a brief but penetrating review of the 
problems confronting business today. The author is for the 
speedy return to a system of free enterprise. This thought to 
be brought about by a group of men—a Supreme Economic 
Council acting as a General Staff does in time of war. 


These books may be ordered from The 
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THIS IS LONDON 
EDWARD R. MURROW 
Simon and Schuster. 237 pp. $2.00 

The author should be well known to any one who owns g 
radio. His broadcasts have been of great interest to the listen. 
ing public. This book is a collection of his broadcasts during 
the first sixteen months of the war. A selection has been 
made to give the reader an idea of what the author means 
when he says, “This is London” rather than a day by day 
account of happenings abroad. 


HELL-BENT FOR WAR 
HUGH S. JOHNSON 
Bobbs-Merrill Co. 155 pp. $1.50 

Mr. Johnson is against our going to war. He feels that we 
should concentrate our efforts in building up our own 
defenses. He also fails to see why the United States should 
undertake to reform the world when a great many reforms are 
necessary right at home. However, Mr. Johnson is in favor 
of aid to Britain—within reason. 


THE ASTORS 


HARVEY O'CONNOR 
Alfred Knopf. 512 pp. $3.75 

This book deals with the Astor family from the days of 
John Jacob down to the present John Jacob VI. It tells of 
the amassing of such wealth that the recent members of the 
family have found it unnecessary to work for a living. The 
Astor family split in two. One half went to England, there 
they hold positions of importance. 


DIPLOMAT BETWEEN WARS 
HUGH R. WILSON 
Longmans, Green & Co. 344 pp. $3.00 

A story of Mr. Wilson’s experiences as a representative of 
the United States Government beginning in Switzerland dur- 
ing the last war and after journeys to many far places ending 
there in 1937. The book is full of personal stories and it does 
not lack for humor. The author thinks we are mistaken in 
our policy toward Japan. He gives very interesting reasons 
for this opinion. 


MEN AND POLITICS 
LOUIS FISCHER 
Duell, Sloan and Pearce. 672 pp. $3.50 

No one who is interested in the world today can afford to 
miss this book. Mr. Fischer gives us a picture of Europe, its 
men and events from the first World War to the present day. 
It is the autobiography of a foreign correspondent and also 
a biography of Europe and America’s role in European affairs. 


THE TIME IS NOW 
PIERRE VAN PAASSEN 
The Dial Press. 80 pp. $1.00 

The author believes that Hitler can be stopped. He points 
out the steps that must be taken immediately in order to 
achieve this end. It is a “war of Oceans.” Our fleet plays a 
very important part in the plans. Seizure of strategic islands 
is strongly recommended. 


TAX BARRIERS TO TRADE 
Tax Institute. 344 pp. $2.50 

Twenty-nine prominent authorities in the fields of business, 
law, economics and agriculture contributed to this book. Writ- 
ers with different points of view debate on the subject of taxes 
and whether they constitute barriers to interstate trade. There 
is a particularly important section on tax barriers to interna- 
tional trade. 


Magazine of Wall Street book department. 
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DIVIDEND 


ARMOUR AND COMPANY 
(ILLINOIS) 


On July 24 a dividend of $1.50 per share on 
the issued and outstanding $6.00 Cumulative 
Convertible Prior Preferred shares of the above 
corporation was declared by the Board of Direc- 
tors, payable on October 1, 1941 to shareholders 
of record on the books of the Company at the 
close of business on September 10, 1941. 

E. L. LALUMIER, Secretary. 


DIVIDEND 


ARMOUR AND COMPANY 
OF DELAWARE 


On July 24 a quarterly dividend of one and 
three-fourths per cent (1% %) per share on the 
Preferred Capital Stock of the above corporation 
was declared by the Board of Directors, payable 
October 1, 1941 to stockholders of record on the 
books of the Company at the close of business 
September 10, 1941. 

E. L. LALUMIER, Secretary. 





In considering the possible effects 
of rationing of gasoline and other 
petroleum products in the East, 
should such curtailment appear, re- 
member that it would be in the off- 
season and would have much less 
bearing upon full year earnings than 
if it was imposed in the early Spring. 
By the time the next season of peak 
consumption rolls around, new pipe 
line and other shipment facilities 
should be in operation and the need 
for curtailment of supplies of motor 
fuels and other products past. While 
rationing is by no means an as- 
sured fact, should it actually be ef- 
fective later in the year, it would 
have very little effect upon stock- 
holder interests and as such should 
have little if any bearing upon the 
market value of the oil shares. 

Over the longer term, chemicals 
derived from petroleum will be much 
more important. The impetus of 
defense needs will do more to ad- 
vance this phase of the pertoleum 
business than an additional decade 
of normal research. Even now such 
chemicals as butayne, ethane and 
other newer petroleum derivatives 
are scarce enough to be included in 


the priorities lists. The need for syn- 
thetic rubber substitutes is so great 
that many of the larger petroleum 
companies now bid fair to become 
this country’s principal source of 
future tires and other rubber goods 
as well as a vast number of other 
synthetic organics including medi- 
cinals and dyes as well as solvents, 
explosives and other materials. 





Happening in Washington 
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Inflation controls of other types 
will be brought into readiness when 
the price control legislation is out of 
the way. In spite of all these, prices 
will rise considerably during coming 
months, but officials are confident 
we will not have more than a mild 
inflation. 





Five Seasoned Stocks 
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total assets were in excess of $206,- 
000,000. In 1940 plantations con- 
tributed 18 per cent of earnings and 
furnished 20 per cent of the com- 
pany’s crude supplies. 

Any attempt to appraise the com- 
pany’s outlook over the coming 
months, in the face of the foregoing 
factors, might easily make the mis- 
take of exaggerating the possible 
adverse effects. Their implications 
cannot be denied, but judged by 
any reasonable standard, U. S. Rub- 
ber common stock, at recent levels 
around 24, would appear to be dis- 
counting a lot of grief which may 
never materialize. 
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Projecting Half-Year Earnings Trends 
By Epwin A. Barnes 
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(Continued from page 449) 


total of $12,700,000,000 compares 
favorably with total income of 
all factory workers in the coun. 
try; and farm purchasing power— 
like that of industrial labor—js 
well above the level of 1929. The 
rising farm income is of greater sig. 
nificance to American business than 
the dollar figure itself implies. The 
reason is that in recent years for the 
first time the farmers have found it 
possible to rely on a semi-guaranteed 
income in that Government policy— 
now firmly accepted by both major 
political parties—is to put a floor 
under which farm prices can not 
fall; and it is a comfortably high floor 
at that. For example, a man with 
a guaranteed income of $5,000 a year 
will spend far more freely than 4 
man with an income which fluctuates 
unpredictably between $7,500 and 
$2,500 a year, even though it might 
average out to $5,000 over a span 
of years. For an indefinite time to 
come the markets serving the farm 
population will be troubled more by 
shortages of goods than by lack of 
buying power or willingness to spend 
it. 


Victims of Auto Curtailment— 


The automobile world—a very big 
one—can make practically no firm 
plans while OPM and OPACS 
squabbles as to the precise percen- 
tage by which 1942 model output is 
to be curtailed. Investors affected 
by this situation don’t require a pre- 
cise answer. They can be sure the 
cut will be somewhere between 20 
per cent and 50 per cent and there- 
fore substantial enough in any event 
to affect adversely the earnings of 
automobile manufacturers, flat glass 
makers, upholstery makers, install- 
ment finance companies and all but 
the relatively small minority of ac- 
cessory companies which not only 
have booked large defense orders but 
which are also fortunate enough to 
have a set-up under which their de- 
fense business profits are relatively 
good. Among this favored few are 
Timken-Detroit Axle, Spicer Manu- 
facturing, Clark Equipment, Thomp- 
son Products and Bohn Aluminum. 
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87% Accuracy in Today’s War Markets 


...46 Points Better Than the Averages! 
> Note from the chart below how WEEKLY TREND LETTER SERVICE has been 


a 87°%, accurate in gauging important turning points and movements in the past 
coun- | 23 months of intricate war markets. !t has made available to subscribers 36 
wer~ points net gain in the averages while the market declined 10 points . . . estab- 


he lishing a record 46 points better than the market. 
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span Moderate-Priced Advisory Service 


t , ; 
Saal . - » for Protection . . - for Profit 


e by _ THE WEEKLY TREND LETTER will advise you definitely when to buy 
k of & The Complete Service and when to sell. This is the most essential element for your invest- 
pend The Trend Letter Will Bring ment success under today's changing conditions. 


You Every Wee 


], The Magwall Trend In- Now with the market at its best level since January, you will want to 


* dicator . . . graphicall . ee” . 
pc ond know when our judgment indicates that the present phase has run its 


to business activity. course. In the early stages of a new recovery, exceptional profits may 


Suggested Trading and e 
2. Investment Policy. be obtained. 


3. Dow Theory Interpreta- 7 . a 
tions. Moderate in price, this contemporary market service will provide you 


You Wil dies Risstes . .. with a reliable source of reassurance and counsel for the protection of 
4, Consultation on 6 Secu- your capital . . . for the enhancement of its growth possibilities. You 


pt Rr, I Ma can appreciate how avoiding even one severe break . . . how partici- 
5, Telegrams... Collect pating in one substantial upmove could be worth to you many times 
. . . of Importan ar- 
ket Trend cage . our fee. 
When to Buy and ° A "i £ _ 
6, Weekly Bulletins and Enroll NOW so that we may serve you in adjusting your holdings to 


Se. today's market . . . to our New War Economy . . . and advise you 
when to buy for the next important market advance. 
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AUGUST 9, 1941 





Well, here it is another week~ 
end and I’m not a General 
yet. But give me time. 


Matter of fact, I have 
too much time on my hands—on 
evenings and weekends. 


The nearest village is 5 
miles away. All you find there 
is a general store, a garage 
and a canning factory—nowhere 
to go for any good clean fun, 
unless you drop in at a smoke- 
filled juke joint on the way. 


Well, Mom, there’s a big fa- 
vor you can do me. The U. S. 0. 
is trying to raise $10,765,000 
to run clubs for us, outside 
of camp. Places with lounge 
rooms, dance floors, games, 
writing rooms. Places you can 
get a bite to eat without pay- 
ing a king’s ransom. 


I know you don’t have an 
idle million lying around, but 
if you could get the family 
interested and some of the 
neighbors, and if that hap- 
pened all over the country, 
the U. S. 0. could raise 
$10,765,000 overnight. 


I’d appreciate it a lot, 
Mom, and so would every other 
mother’s son in the U. S. 
Army and Navy. 

Love, 
Bill 











They're doing their bit for you. Will you do 

your bit for them? Send your contribution to 

your local U.S.O. Committee or to U.S.0, 
Empire State Building, New York, N.Y. 





























OPEN YOUR HEART 
OPEN YOUR PURSE 
GIVE TO THE 




































































UNITED SERVICE ORGANIZATIONS 


These organizations have joined forces to form the U.S.O.: the Y.M.C.A. 
National Catholic Community Service, Salvation Army, Y.W.C.A., Jewish Wel- 
fare Board, National Travelers Aid Association. 
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